is 
pi 


5 
Sih 
is 


Oe nee 





Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/61114680671 














STANDING COMMITTEE ON GENERAL GOVERNMENT 
SCHOOL BOARDS AND TEACHERS COLLECTIVE NEGOTIATIONS ACT 


MONDAY, MARCH 23, 1987 


Gaol 


STANDING COMMITTEE ON GENERAL GOVERNMENT 
CHAIRMAN: McCague, G. R. (Dufferin-Simcoe PC) 
VICE-CHAIRMAN: Guindon, L. B. (Cornwall PC) 
Allen, R. (Hamilton West NDP) 

Bryden, M. H. (Beaches-Woodbine NDP) 
Fontaine, R., (Cochrane North L) 

Lane, J. G. (Algoma-Manitoulin PC) 
Lupusella, A. (Dovercourt L) 

McKessock, R. (Grey L) 

Offer, S. (Mississauga North L) 

Pollock, J. (Hastings-Peterborough PC) 
Sheppard, H. N. (Northumberland PC) 


Substitutions: 

Johnson, J. M. (Wellington-Dufferin-Peel PC) for Mr. McCague 
Davis, W. C. (Scarborough Centre PC) for Mr. Sheppard 
Reycraft, D. R. (Middlesex L) for Mr. McKessock 


Clerk: Deller, D. 


Staff: 
Nigro, A., Research Officer, Legislative Research Service 


Witnesses: 


From the Grey County Board of Education: 
Wright, A., Chairman 
Mckenna, M. J., Director of Education and Secretary 


From the Ontario Association of Education Administrative Officials: 
. Folliott, D. C., President; Superintendent of Human Resources, Waterloo County 


Board of Education 


Campbell, R. S., Member, Executive Committee; Area Superintendent, London 


Board of Education 


Forsythe, W. G., Member, Executive Committee; Director of Education and 


Secretary, Wellington County Board of Education 


Lee, R. J., Member, Executive Committee; Superintendent of Personnel, Peel 


Board of Education 


From the Ontario Teachers' Federation: 
McAndless, D., President 

Alysworth, D., Executive Assistant 
Wilson, M., Secretary-Treasurer 
Buchanan, M., Second Vice-President 





LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITEE ON GENERAL GOVERNMENT 


Monday, March 23rd, 1987 


The Committee met at 1:30 p.m. in room 228 
Mr. Chairman: Thank you. 


Good afternoon and welcome to the Standing Committee 
on General Government. We are pleased to have you all here 
this afternoon. We will begin meeting immediately and our 
first representatives are from Grey County Board of 
Education, Arlene Wright and Michael McKenna whose is the 
Directorsor EducationwaMsa Wright<is ‘Chairman’ ofthe Board. 
Welcome. 


Ms. Wright: Thank you very much, Mr. Chairman. 


As stated in the Agenda my name is Arlene Wright. I 
have been Chairman of the Grey County Board for two years 
and Trustee on that Board for eight. 


A little bit of background of our presentation this 
afternoon, I believe you have a copy. In the year 1985/86 
school year, three weeks after the beginning of the year we 
had a strike on our hands and it lasted for nine weeks. So 

‘we come to you today with a very serious brief and we ask 
that you consider it, and that you consider what is in this 
brief. My Director of Education, Mr. Michael McKenna, and I 
will be pleased to answer any questions following our brief 
presentation. It is not our intention to read this brief to 
you, but rather to highlight some of the things in here that 
we think are very important and valuable. 


Grey County, aS you are aware, is predominantly rural. 
We have five secondary schools with slightly under 5,000 
students. 


We have 25 elementary schools serving 8,500 students. 
We offer a variety of programs that we feel meet the needs 
of the local and community and are responsible to the local 
community. We feel very seriously that Bill 100 needs to be 
addressed, that there are many things within that Bill that 
do not serve the purpose of boards of education today. 


We have four major considerations that we would ask 
you to consider, and that is the good faith bargaining. We 
feel that a definition of good faith bargaining is lacking. 
We think the role of the fact finder, the duties, the 
responsibilities of the fact finder must be more clearly 
addressed. We think there is a limited need for a strike or 
walk-out and we have suggested time lines. And we feel that 
the role of binding arbitration or limited offer selection 
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should be dealt with as well. 


I am going to ask the Director to deal with some of 
the mechanics on these four questions. 


Mr. Chairman: Go right ahead, Mr. McKenna. 
Mr. McKenna: Thanks, Mr. Chairman. 


I draw your attention first to the section on good 
faith bargaining. That will be on the third page in. We 
feel there are four fundamental points to good faith 
bargaining: 


One in the first category deals with the need to meet 
with reasonable diligence. Secondly, to provide relevant 
information and daily exchange. Third, recognize one 
another as bargaining agents. And fourth, to avoid 
intentionally entering into a collective agreement. I think 
in all the literature regarding negotiating these four 
points can be found. 


We notice -- 
Mr. Chairman: Mr. McKenna, just a moment. 


A point of order, Ms. Bryden. 


Ms. Bryden: I appear to be missing page two of the 
brief.s.Canelscoet. another copy? sSorry sto interrupt, DUE 1 
could not follow. 


Mr. Chairman: You have got the revised one? 
Ms. Bryden: I have a copy; is it incomplete. 


Okay, thank you. 
Mr. Chairman: Sorry for the interruption. 


Mr. McKenna: I am still addressing that first 
section, Mr. Chairman. With the complicated issues now 
entering into the bargaining process, it is my experience 
over the past few years that there may be some question as 
to whether each party at any given time is ready to enter 
into a meaningful collective agreement through a negotiating 
process. I think what happens is both parties support a 
position that quite often says, "Let's wait until provincial 
trends emerge for either of the two parties." 


We feel from our perspective again - both from the 
Board and teachers' perspectives - that these occurrences 
may well not parallel the major issue of good faith 
bargaining. We are fairly realistic in today's climate, 
however, with the complications that now exist, that the 


Farr & Associates Reporting, Inc. 


issue of good faith bargaining may be a moot point. 


It is a difficult point to achieve philosophically, we 
feel that a definitive time line for the whole negotiating 
process may well offset that weakness, and the last page of 
our brief I am going to speak to it, presents a time line 
for the negotiation process. 


The second major issue, without getting too technical, 
from our perspective deals with the fact finding process. 
We feel from a Board perspective that the fact finding 
process is of little use to us at this time. 


Over the past three or four years, there is a great 
deal of data available to both parties negotiating through 
provincial organizations; and as we overview the data made 
available to us we see a tremendous disparity in the kinds 
of things that fact finders deal with. Where one fact 
finder will address a particular issue and working 
conditions; a second fact finder says, "No, that's not my 
job." And we feel that in a review of Bill 100 that the job 
description - or the task description - of a fact finder 
must be more clearly delineated within Bill 100. 


The last two issues on limited sanction and third 
party intervention in a strike, I think are best addressed 
by turning to the last page in the brief, which gives a 
schematic for the negotiating process. 


Once again, it is our experience that if we dwell too 
long on philosophical issues in Ontario the strenctha of gine 
moment may well pass us. We can spend the next year or two 
deliberating about philosophical positions when indeed we 
may be able to solve the issue with some diligent time 
lines. 


Appendix 1 presents Grey County's viewpoint. We start 
the time line on January 1 of each year, and we go through 
to the end of September of that same year. Within Chieecime 
line we recognize the moral, legal and social position of 
either of the parties to enter into a sanction. And we are 
not in a position of saying that sanctions do not serve a 
purpose in Ontario. 


Very quickly from the top, the month of January, 
notice to negotiate. From January 31 through to Apri lgetne 
2nd, sixty days in which to negotiate intensively and with 
serious purpose. And within that time frame, if either of 
the two parties so agree, some kind of third party 
intervention that we have called mediation - for lack OLw@a 
better phrase - may be possible. 


If, at the end of that sixty days, no agreement has 
been reached, a fact finder is appointed. And within the 
next 30 days from April the 2nd through to May the 2nd, in 
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our example, the fact finder will develop a report and then 
report to both parties. 


Within the next ten days, if an agreement can be 
reached, that agreement can be formalized. But if at the 
end of that ten days if no agreement is apparent, then we 
Suggest that the fact finder report be published. And if 
you go back in the text of our brief, we do suggest that 
that fact finder report have considerable influence on the 
outcome of the negotiating process from that time on. 
Otherwise, why have this third party that really in our 
experience over the past four or five years, or three or 
four years, simply from our perspective waste time. 


From that date, May the 12th on, mediation is 
possible. And we do suggest that if no agreement has been 
reached the negotiations continue through the summer and if 
by August 3lst a reasonable settlement has not been achieved 
then a sanction is invoked. We suggest that a sanction be 
invoked for a period of not longer than 30 days, at the end 
of which time there is an imposed agreement. 


Now, if you refer back into the text of our rather 
Simplistic brief, we do recognize such issues as a third 
party's imposed resolution of a sanction situation does not 
necessarily solve all of the problems or, indeed, perhaps 
any of the problems, but it does get the critical actors 
back into the schools with the students and the teachers. 
We have from that point on an opportunity to use external 
resources and get into management by objectors or other 
kinds of assistance to solve the remaining problems. 


We realize from our perspective that this is a rather 
simple solution, but we feel that if we do not take some 
pragmatic step at this juncture to allow the Province of 
Ontario to become more realistic about its laws concerning 
negotiating and sanctions within the educational atmosphere, 
we may be another series of years before that can really be 
effective. 


I would like to say from an educator's viewpoint, as 
well, that the basic concern I have in this whole process is 
where we end up at the end of four, five, six, or in our 
case nine weeks of sanction. We have students that go on 
and complete their year and universities accept marks, and 
the government takes the position that, indeed, nobody's 
education is at risk. 


Our very point is, given the high cost of education, 
if at the end of four weeks or five weeks or, indeed, nine 
weeks, universities can accept transcripts from the students 
in other schools and different people in the province - 
within the government and outside of the government, at the 
local level - and say that nothing really has been lost; 
what does it say about our educational process and the 
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costs. 


: In summary, then, I would like to take 
this opportunity to thank you for listening to us. To 
suggest to you that imposed settlements do not necessarily 
solve problems and perhaps an imposed time line would be the 
lesser of the two evils. 


In a time of increasing educational costs and in the 
face of public pressure for greater accountability and 
equality of education, how much longer can this government 
or any government support the suspension of classes for our 
students? For how many weeks, without publicly stating that 
the education of students is in jeopardy. How can it allow 
a declaration that missing several weeks of classes for some 
students constitutes equal opportunity for all students in 
this province? 


We would suggest that a chief executive officer of the 
board be able to declare that any unnecessary interpretation 
of the regular learning pattern lasting for weeks be 
supported by the government and its ministries. That, 
Members of the Legislature, this is the question that you 
people will have to answer. 


Thank you. 

Mr. Chairman: Thank you very much. 

We certainly appreciate the fact that you are here 
today. I should have said at the outset that I am the 
Acting Chairman for a while on this Committee. I am pleased 
to be here. We have some questions now, if you are ready. 


Ms. Bryden? 


Thank you, Mr. Chairman. 


: 


I certainly appreciate you coming before the Committee 
to tell us of your experience because you have had some very 
definite, concrete illustrations of how the Act works or 
does not work. I have two or three queries. 


First of all, what happened to the students who were 
deprived of school for the nine weeks? Did any of them lose 
their year or did they have to do catch up? 


Ms. Wright: Go ahead. 


Mr. McKenna: Mr. Chairman, we did an internal 
follow-up of secondary students at the end of the school 
year and what I am going to quote you is something that I 
really do not like to use in education -- that is a failure 
rate. The failure rate was no greater at the end of that 
year than it had been in the preceding five years. 
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The second part of the question: Was there catch-up? 
The five secondary school principals worked with the 
department heads in each of the five secondary schools under 
a set of internally consistent guidelines. The department 
heads pared everything out of the courses of study for the 
remaining year that were not defined as part of the core in 
the subject. 


In other words, to use another overused phrase "basic 
skills" within each subject were supposedly addressed within 
the remaining time of the school year. 


Ms. Bryden: So, that nobody actually lost their year 
that you can attribute to the strike? There may have been 
some failures at the end of the year but... 


7) beswould Like tovadd to thatee “The social 
life of the students was non-existent from then on because 
all field trips were cut from the curriculum and any extra 
activities that did not deal with the core - as the Director 
has stated - were cut. And that is very unfortunate, for 
young people to lose that aspect of their school year. 


Ms. Bryden: But they did not have after-hours or 
weekend extra classes or anything of that sort? That would 
have cut their social life further, if they had. 


My next question is: While initially you thought 
there should be a definition of "reasonable or good faith 
bargaining” and then you said maybe a faster time line or 
shorter time line would eliminate the need for that 
definition. How does the shorter time line eliminate the 
need for a clarification of what good faith bargaining is? 


Mr MeKenne:= I*think the issue"of "good faith 
bargaining, Mr. Chairman, may be viewed almost totally from 
the philosophical base because when you try to assign 
specific phrases to that issue of good faith bargaining, we 
could be here one long time in trying to agree upon the 
meaning. 


I think as we take a look at the whole issue of 
negotiating in this day and age, in view of the fact that we 
are now in an environment where, through litigation, we are 
deciding who is covered under Bill 100 rather than by 
government legislation. 


When we face the issue of pay equity which will begin 
to enter into negotiating at the school board level probably 
within the next two or three years, and I can go on with 
more complications. The easiest and most pragmatic way may 
very well be: fix a time line. A time line of eight or nine 
months to negotiate over a year for next year's contract, I 
think, is more than reasonable and we will do without the 
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philosophical dance, given our choice. 


Ms. Bryden: So, you would accept a set time limit 
schedule and try and work it out within that schedule - 
regardless of whether it is considered good faith or bad 
faith - it would be bargaining within a time limit. 


Mr. McKenna: That is correct, Mr. Chairman. 


Ms. Bryden: Just one other question: At what stage 
did you start to ask for government intervention? That was 
the way the strike was finally settled, I presume; was it 
not? 


Ms. Wright: No. There was not a settlement by 
government intervention. And you may not have been aware 
there was a very active parent group and they started asking 
for government assistance in about week four of the strike. 


: But it was finally settled in week nine 
by the Board and the teachers in deciding that... 


Mr. McKenna: Mr. Chairman, if I might. We had the 
services of an ERC appointed mediator prior to the strike 
date and then throughout the nine weeks. And I guess if we 
use the broadest meaning of "government appointed", yes; we 
did have assistance from the ERC -- an appointed mediator. 


Ms. Bryden: At what stage did the Board of Education 
ask for additional help from the ERC or from the government, 
say, from the Minister of Education? Did you approach the 
Minister of Education at any stage? 


Mr. McKenna: I approached the ERC in a series of 
rather direct letters about the whole process and I do 
acknowledge that I think we were very lucky to get the 
assistance that we did, and it was good assistance at that. 


To answer the question directly, towards the middle of 
August - when it appeared that we weren't getting back 
together very quickly at all - we did obtain the assistance 
of an ERC appointed mediator-- 


Ms. Bryden: Thank you. 


Mr. McKenna: --that both parties agreed to, by the 
way. 


Ms. Bryden: Thank you. Mr. Chairman. 
Mr. Chairman: Mr. Johnson? 
Mr. Johnson: I, too, Mr. Chairman, had the 


opportunity to become involved in a teachers' strike in 
Wellington County during the same time frame. Our strike 
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lasted even longer than the Grey strike. So, I am well 
aware of the concerns of the people involved in the strike 
issue. 


I would like to ask you, Ms. Wright, if your Board has 
made any reference to the Matthews Commission's 
recommendations? 


Ms. Wright: :Not*’ within this brief. 


: We did, as a background research to the 
brief itself. And our initial position with our brief was 
one that was about 15 pages long and the more time we spent 
at it the more technical it became. And when I say "we", 
Mr. Chairman, I am talking about the administrative staff 
working with the chair and the vice-chair. 


We then said, "What is really the essence here? And 
what is a pragmatic way to get at the issue?" We chose to 
go to a much simpler brief. So in substance, yes, we did 
take a very thorough look at the recommendations of the 
Matthews Report and our ball game is coming down on a fixed 
time line for the process. 


Mr. Johnson: Mr. Chairman, I wonder at some point in 
time it would not be beneficial for this Committee to give 
consideration to reviewing the 49 recommendations made by 
the Matthews Commission. They have spent a great deal Of, 
time - they are certainly credible people - and the report 
was conducted in 1980, five years after Bill 100 was passed. 
I think that if we relate not only to Bill 100, but to the 
Matthews Commission Report, that it may be beneficial to the 
findings ofthis, Committee. vVlewouldeliikento;sit’s) justi a 
very small point, to clarify the spelling of Matthews. It 
is spelled with ‘one "t", in some places it is two. It is 
CWOPet Se clione ta aits 


I have one problem, during our strike in Wellington 
and Grey it was in a municipal election year; every three 
years, as you know, we have elections. I do not want to use 
the term, but for lack of another one we'll say, "lame duck" 
council or, in this case, school board; does that not create 
a problem for a board trying to deal, in the midst of a 
strike, with one group of trustees that are coming off and 
another group going on? And the people that are coming on 
do not take office until, into the new year? 


: Yes, it does create a problem. And the 
new trustees take office December 1. 


Mr. Johnson: In fact, I think, it is even going to be 
compounded now because under the new proposals municipal 
elections may occur in the third week of October. Now, 
unless there are some changes the possibility would be that 
the election would occur in the third week of October and if 
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the new trustees do not take office until the lst of 
January, then there is a two months' plus time frame that... 


Well, trustees do take office December l, 
so it would remain the same as that, but if they are going 
to go ahead with changes and move the election up, we have 
made a presentation also on that to that committee and we 
would be hoping that they would move up the date that the 
new board would take over. 


Mr. Johnson: So, if the election occurred in the 
‘ third week of October then you would suggest the lst of 
November? 


: It would be very difficult to operate, 
especially if you were in a sanction mode, for boards of 
education, and in a "lame duck" period. 


Mr. Johnson: If that Ministry, Municipal Affairs, or 
the government would not give consideration to moving the 
time of the office change over up, then the Ministry of 
Education would have more of a responsibility to become 
directly involved during that time frame; would they not? 


Mr. McKenna: The role of the Ministry of Education, 
Mr. Chairman, with respect to the sanction is rather 
removed. I think the ERC was established by the government 
to perform the interjections as necessary in the process and 
I.-- 


Mr. Johnson: I was suggesting that the Ministry 
should advise them to take more direct control of Ene 
situation, given that every three years we have that 
problem. 


Mr. McKenna: Well, I think one of the reasons we have 
gone to a time line period, too, is that by the time we take 
a look at all parallel legislation - or potential 
legislation in the area - we would be one long time trying 
to make everything congruent. We still feel that that fixed 
time line - although it does not solve all the problems - 
does allow a sanction and does get people back in the 
schools, appropriately. 


Mr. Johnson: The last question, Mr. Chairman. During 
that time frame of the strike, I think, it was October 17th, 
that I did call the Minister to give consideration to a 
review of this Bill and because my colleague, Bill Davis - 
the younger Bill Davis - we now have that review. 


So, I hope that something positive can come GUL Of Trt. 
I think some people have false expectations that there are 
going to be major changes. I do not thinkiienaters going co 
Occur, but if we can do anything to better protect the 
rights of the students then it would be of some meaning. 
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I think that the boards and the teachers are 
adequately protected, but I do think we have to give 
consideration to speeding up the process so that the 
students do not pay the price of a prolonged strike. 


Thank you, Mr. Chairmen. 


Mr. Chairman: Thank you, Mr. Johnson. 


Mr. McKenna, to help me out, at the beginning, I am 
not sure whether you answered Ms. Bryden's question with 
regard to any numbers of students that had quit after the 
strike or did not return to school? 


Mr. McKenna: As best as we could determine, 93. 
Mr. Chairman: 93. Mr. Davis? 
Nie [Davissay aust. to, follow sup. to: the t..asHOW umany, OL 


your students transferred to other boards for their 
education during the nine weeks? 


Mr. McKenna: Between 220 and 250. 

Mr. Davis: How many came back? 

Mr. McKenna: About 143. 

Mr. Davis: ey 143 came back. 

Mr. McKenna: Yes. 

Mr. Davis: That leaves you roughly what? About a 
hundred still stayed there. Did those students then come 


back the following September or have they now moved off to 
another board for their education? 


Mr.McKenna: No, we think that we have lost 12 or 13 
of those 93 that ended up dropping out during the sanction 
period. 


Mr. Davis: If I understood you correctly, during the 
strike only 93 students dropped out of school TOGCaALIvc 


Mr. McKenna: As best as we could determine, yes. 


: Have you done any review to see what 
effect this year had? Have students drop out in a 
proportion that is different than norm? 


Mr. McKenna: What we have asked each principal to do 
is maintain a very concise set of data with respect to 
failing rates in individual subjects at the end of each 
semester and during each semester on major tests. And at 
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this time we have not been able to pick up any anomalies. 


Mr. Davis: Okay. I commend you for doing an internal 
review, by the way. 


A quick question: When a strike is prolonged, do you 
feel that there should be an external review done by 
somebody, whether it is the ERC or somebody which just looks 
at the impact that the strike has had on the students, on 
the educational system, on the community, and on the 
teachers? 


Ms. Wright: Well, our Board had requested through the 
OPSTA and the OSTC through the ERC to have a study done on 
the effects of our students. The University of Guelph 
undertook to do that study and they were going to do the 
study on the County of Wellington as well as the County of 
Grey. We thought we were going to be successful in having 
that study done and then all of a sudden the cost became 
horrendous and the University of Guelph wrote us a letter 
and said that they had decided not to do the study. 


Mr. Davis: So, they would have had to support their 
own study, the University? Okay. When did your Board, or 
did your Board ever ask for a jeopardy hearing? 


: I corresponded with the Minister's 
office and with ERC concerning jeopardy and within the last 
two weeks I became very pointed in that regard. The reply 
really is that the Director of Education has to establish 
grounds for jeopardy and then include that with a 
Submission. I understood at that time, to the Minister of 
Education... 


Mr. Davis: The Director has to determine jeopardy? 


Mr. McKenna: I have to establish grounds for 
jeopardy and submit that to the office of the Minister of 
Education. 


Mr. Davis: Not the ERC? 


Mr. McKenna: I attempted to go through the ERC and 
get good advice from them that, indeed, it was my role to 
establish the conditions thereunto, first, and then follow 
either of the two channels. 


Mr. Davis: Would I be correct in saying then that 
there is no definitive data to determine jeopardy that 
exists now? 

Mr. McKenna: To the best of my knowledge, no. 


Mr. Davis: Would I also be correct in assuming that 
when jeopardy was found in the Wellington County strike that 
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the rationale for that hearing of jeopardy, or finding of 
jeopardy, was the direct responsibility of the Director of 
Wellington? 


Mr. McKenna: I think that you will have to ask that 
the Wellington County people that question. 


Mra Davis-:oe Okay.) Thanki you. WLlhatiis, faim 


You mention the time frame. Let me ask you a 
question: Do you feel that the role of a fact finder, the 
way that it is set out now in negotiations, is a benefit to 
the negotiations? 


Mr se -Daviss § NO?) Okay. 


In the Matthews Report, John Crispo makes a 
suggestion - I would like your comment on it - that rather 
than having a fact finder through the process we should use 
mediation. And that the fact finder's role takes place when 
a strike is declared or just prior to a strike declared. 
The mediator is the process we use. How do you feel about 
that? 


Mr. McKenna: I think if the intent is to toughen the 
fact finder's role then that recommendation does have some 
merit, from our perspective. The issue is: What is the - 
fact finder's role and what, indeed, does that report really 
mean? 


: If I am not mistaken, and perhaps you 
could clarify it for me, it is my understanding that either 
party can now ask for a fact finder. 


Mr. McKenna: That is correct. 


Mr. Davis: Even if both parties ask for it, they do 
not have to abide by the fact finding -- 


Mr. McKenna: Correct. 


Mr. Davis: In the time frame that he sets out, he 
Suggests that the intent to negotiate be indicated in 
February - sometime in February - within 15 days after that 
notification. That what should happen is both parties 
present in written form the areas that are going to be 
negotiated and why they are going to be negotiated. And 
then, I believe he said 15 days after that either party 
could ask for mediation. 


Do you think that that kind of process, where you 


tighten the time frame, would expedite negotiations and help 
them? 
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: It will perhaps expedite the negotiating 
but "help" may be another question. Our time frame that we 
suggested is much looser than that. And I guess the 
fundamental question is: What takes place at the 
negotiating table and for what purpose? 


At the present time, teachers' federations use 
classroom teachers for negotiating. And it now becomes a 
question, if we use that type time line are we removing 
those people from the classroom for up to 15, or up to 30, 
or up to 60 days for an intensive process? I think that if 
we take a look at those two 15-day intervals, to suggest 
that those intervals happen on 15 days after class time is 
not cEair spanbicularly. to .the .teachers...1..d0..not, think that 
that would help the negotiating process at all. 


Mr. Davis: In your proposal, if I understood it 
correctly, at the end of the 3lst of August then, from the 
lst to the 30th there has to either be a lockout or a 
Strike. -lf-one does not occur then it) ys" binding 
arbitration based on the fact finder's report. 


Would I be correct in assuming that if the fact 
finder's report was beneficial to one party or the other, it 
would be advantageous for them to wait it out until the end 
. of September the 30th and have the fact finder's report 
implemented? 


Mr. McKenna: If, indeed, the job of the fact finder 
and his or her specific duties with the parties and the 
import of the fact finder's report are tough and far beyond 
that which they now appear to be, I am not sure whether it 
would be advantageous to either party to wait it out, so to 
speak. I think the fundamental problem, bothin the 
original commission and in our current situation with fact 
finders, is that the role is very nebulous and the report 
itself is, from our perspective in Grey County, equally lg 
not more so. 


Mr. Davis: Just one last question, Mr. Chairman. 


Could you comment for me on what were the 
relationships between teachers and students, teachers and 
staff, senior administration, teachers and trustees, 
teachers and the community during the strike and now. 


Mr. McKenna: I will answer the first part and you can 
Pick it up; OKxay? 


Ms. Wright: Okay. 


Mr. McKenna: I will give two or three sentences right 
at the beginning. 
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When the strike was called, the administration called 
in the five secondary school principals and indicated to 
them that they would not be required to make a decision 
during the sanction. Indeed, we were not going to force 
them to either be management or federation during the 
sanction period. 


When met with the principals weekly for half a day and 
went over all their problems each of the nine weeks during 
the sanction; and that bought a tremendous amount of good 
will, both on the picket line and from the principals 
themselves, and really helped open the door later on. 


Each of the superintendents visited his or her 
secondary school on a regular basis at least once a week to 
talk with the teachers on the picket line and to talk 
further with the principal and vice-principal of the school. 
It was more a case of showing the flag and indicating 
concern for all involved in the strike that I think has us 
in the good position we are in today. 


There is more to that answer though, Mr. Chairman. 


Ms. Wright: "I would’ take it from a’ trustee’s point’ of 
view politically that during the strike, the longer the 
duration of the strike the more problems we had internally 
with families. The rate of teenagers getting into trouble 
with the police and shoplifting on Main Street increased. 
The children did not attend school; their attendance was 
very poor because there was not anyone in school to 
instruct. And consequently, we had a lot of social problems 
at the time. 


The children then started to turn on both teachers and 
trustees; parents and neighbours became very confused over 
the situation, and then eventually the local ministerial 
association stepped in. And so there came a time when it 
was to the advantage of the community that the strike had to 
indeed be settled. 


Mr. Davis: What are the relationships like now? 


Ms. Wright: Extremely good, but it is because we have 
worked very hard. We have had an ERC workshop. The 
teachers and the trustees have come together with a two-day 
workshop sponsored by the ERC, and we have gone a full year. 
We have had our wrap-up session with them and things are on 
a very positive -- now, they are not perfect, but they 
are -- 


Mr. Davis: What about the teachers' acceptance within 
the community now? 


ight: It is extremely good. And I would also 
like to add to that, that the first week that the students 
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were back in school there was very little, if any, conflict 
between teachers and students. 


Mr. McKenna: We did put a tremendous amount of effort 
into public relations over the past year dating from the end 
of the sanction period, that both OSSTF and the trustees had 
high profiles. 


Mr. Chairman: Thank you. 

Mr. McKenna: Thank you, Mr. Chairman. 
Mr. Chairman: Thank you. 

Mr. Lupusella, very briefly? 

Mr. Lupusella: Yes, very briefly. 


I would like to make a short comment about the issue 
of the school year which was in jeopardy, affecting the 
students. I would like to assure you that the issue was 
raised in parliament by Mr. Johnson and Mr. Davis, and also 
by my colleague, Mr. Ferraro. 


And actually the strike became a community issue 
affecting everybody in the community. I was just wondering, 
when the NDP raised the issue of the school year being 
jeopardized at the time of the strike, why they did not 
stand up in Parliament to raise the issue? And Mrs. Bryden 
is just raising the issue now. At any rate, I make this 
comment. 


I would like to go back a little bit to Recommendation 
20 of the Matthews Commission, which reads: 


"The Commission recommends that province-wide 
bargaining by the teachers’ federation or 
school boards not be allowed under an 
amended Bill 100." 


And the question which I would like to raise before 
you is: If this particular clause was existing prior to the 
strike, do you think that the problem which the school board 
was faced with could have been prevented? 


Mr. McKenna: Mr. Chairman, Grey County trustees, 
teachers and administrators do not favour province-wide 
bargaining. They did not before the strike; they did not 
during the sanction; and we do not after the strike. 


There are local anomalies across the province that I 
think are best served by negotiating at the local level. 


I should not be speaking for teachers. Excuse me. 
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Mr. Davis: That makes two -- 


Mr. Lupusella: Thank you, Mr. Chairman. 


Mr. Chairman: Thank you very much. Any further 
questions from the Committee? 


Ms. Wright, Mr. McKenna, we appreciate it very much 
for taking the time to coming here. You have been very 
helpful to us and we are happy and pleased with your frank 
discussion. 


Thank you very much. 


Mr. Chairman: Our next presentation is from the 
Ontario Association of Education Administrative Officials. 
Mr. Don Folliott, President; Bob Lee, Executive Committee; 
Bob Campbell, Executive Committee. Also we have Bill 
Forsyth, Director of Wellington County; John Boich, 
EXE€CUGIVeRDITECLOD OL tne .O.A,_ but a acannot read the rest. 


If you would like to identify yourselves, and welcome 
to the Committee. And whenever you are ready, please start. 


:. Thank you, Mn. Chairman. If I may, I 
will just introduce the members of our committee. 


Immediately to my left is Bob Campbell, Area 
Superintendent, London Board. The far side member of the 
Committee, Bob Lee, Superintendent of Personnel, Peel 
County. Immediately to my right, member of the committee, 
Bill Forsyth, Director, Wellington County. Unfortunately, 
Joanne Stewart, who is from the Metro Separate, was not able 
to be with us today. And, of course, we have our Executive 
Director, who is sitting in the background there, John 
Boich. 


Thank you, Mr. Chairman. 


First of all, if I may, I would like to highlight the 
fact that we represent the supervisory officers of Ontario 
as education administrative officials. We work ona 
day-to-day basis between the two parties that, as you can 
appreciate, Bill 100 addresses our staff and our Board. 


It is up to us on a daily basis to try to make things 
work because our one common goal - and the major area for 
which we stand as a professional association - is for the 
quality and the fair treatment for each and every one of the 
individuals that we are responsible for on your behalf, as 
the government, to educate, and that is our prime goal. 


We recognize, by the way, the mechanism of Bill 100. 


We in Ontario have a tradition of collective bargaining and 
we recognize the right to strike. We also recognize that it 
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has happened since the introduction of Bill 100 and the fact 
that both the recommendations from the Matthews Commission 
and those formerly from the Ministry have stood at a 
standstill. We have had, since that period of time, and if 
I may use the word "games" being played, this is what 
happens when people know the rules very well and wish to use 
them in different ways. 


There is time now for a honing of Bill 100. We have a 
number of critical issues and that is what we would like to 
address, Mr. Chairman, here and now. We realize that there 
is a lengthy document there, but there are critical issues 
that we would like to point out to you at this particular 
time and you may follow up with any questions that you wish. 


I will ask our Chairman of the Committee, please, Bob 
Campbell, if he would address those critical issues to you 
now. 


Mr. Chairman: For the Committee, it is Exhibit No. 
0.002. Go ahead. 


Mr. Campbell: Thank you, Mr. Chairman. 


I think, Mr. Chairman, we will not take you through 
our brief except to highlight three or four major points in 
it. And then perhaps if there are some questions on some of 
the areas that we do not highlight here today, you may wish 
to address them at the end. 


Let me say at the outset, Mr. Chairman, that we do not 
think there is major surgery required here, but a little bit 
of corrective surgery we think would make the process 
smoother. 


The MacDonald Commission, one of its findings was that 
based on the research that that commission had done for it, 
that the outcome of bargaining was not inconsistent with the 
private sector. And so I think, in answer to the question 
"Does the process work?", the results of it do not appear to 
be exorbitant either way, but we do think there are some 
problems in the process and that is what we are going to 
comment on particularly. 


Let me comment on, first of all, to say what we do not 
think we need. We do not need more study. The Matthews 
Commission has been referred to several times so far. I 
think the fact that you may not have hundreds of people 
coming here today is that there may be an attitude: Why 
come down here now? At the Matthews Commission, we came 
down before and nothing happened. Let me just comment 
briefly on that process. 


The Ministry identified a number of problems as far 
back as 1979. That led to the Matthews Commission being 
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established. Most of those problems that the Ministry 
itself identified in 1979 were confirmed by Matthews. The 
Ministry itself identified a number of changes that they 
stated clearly in writing that they intended to introduce. 
None of the changes have been introduced. No 
recommendations of Matthews have been implemented. And 
guite frankly, most of the problems that were identified - 
the major problems in that report - are here today, some of 
them have been commented on in the previous submission. 


Leteme just highlight ‘brieflyiwhat Isthink «wesjare 
going to talk about. We are going to identify what, I 
think, we collectively have learned in Ontario in the last 
eleven and a half years. 


In our brief, we identify four critical areas, one of 
which is the frame time. Quite frankly, collective 
bargaining in Ontario now is virtually a year-round process. 
It has a negative impact in many jurisdictions simply 
because of the time that it takes and the emphasis that it 
receives. And our first recommendation, and the first 
section of our report, deals with the issue of time frame. 


The second thing I think we have learned over the last 
ten or twelve years is that there is a problem with respect 
to fact finding. Now, we do not believe the problem is fact 
finding per se. We believe that the problem is the timing 
and the place where fact finding is inserted into the 
process. The legislators, we assume, in 1975 felt that the 
public had a right to know what the facts were as identified 
by an outside neutral observer before the schools were 
closed. We subscribe to that. 


However,» lothinkwit, is fair to. statenthatuinterests of 
the media in fact finding reports has diminished rather 
Markediy alter 1:976-0- Theresissnothdslotyof interest out 
there generally speaking in fact finders' reports. There is 
usually a critical car accident or something that is more 
interesting on a day-to-day basis. So, in fact, we do not 
think the public has been informed particularly well through 
the present mechanisms. 


The problem though is not that. The problem is where 
the fact finding occurs. We are identifing, Mr. Chairman, 
in our brief that fact finding, in our view, should occur 
after a strike vote has been taken; and it should be between 
that time and the commencement of a strike, not months 
earlier as now is the case. 


Right now I think you could document - and ERC would 
probably support this assertion - both sides use fact 
finding as a bargaining chip - no question. You hope the 
fact finder's report will come down in your favour. One of 
the questions, I think, asked of the previous presenters 
related to that issue. There is no question that fact 
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finding is used now by the two parties, by both parties, as 
a bargaining tool. 


We are suggesting that the primary reason for fact 
finding is still valid, but where it should occur is after a 
strike vote has been taken. The facts that are commented 
upon should be the relevant facts close to the time of the 
strike and, in fact, in many cases that is not the case. 


A critical area that we have also identified has to do 
with strike termination. We appear to be better at getting 
ourselves into strikes than we are getting ourselves out of 
them. We have several recommendations, I think, you will 
find on page 8 and 9 of our brief. 


The question of jeopardy was commented on earlier 
today. We think that is a very difficult situation to 
define. Very difficult; perhaps impossible. However, what 
is easier to identify is when an impasse has been reached. 
A clear impasse where perhaps the Education Relations 
Commission might deem that there is not much likelihood of 
saving this one, and perhaps that is the point at which the 
strike should occur. Some of the longer strikes we would 
suggest perhaps that could have been identified earlier in 
the process and some of the nine-week strikes might have 
been shortened. 


I think it is fair to-state, one thing we have learned 
‘in the education sector, Mr. Chairman, in the last eleven 
years, unlike some other sectors, in the education business 
we tend to think we have to really win and win everything. 


Other strikes, once they start the bargaining, teams 
seem to work very diligently to shorten the length of the 
strike and get the issues resolved and get back to work. 
Some of the really long strikes in the educational sector 
would suggest that that is not always the case in our 
sector. 


So, strike termination we see as a fairly critical 
issue and we have a couple of recommendations you will find 
in the brief there on page 8 and 9 with respect to that. 


One of the suggestions that we do have relates to the 
equality of bargaining power. One of the things that we 
think that the boards should have the right to do, once the 
strike has been taken, is to ask for a supervised vote, only 
one; we do not think it should be abused. But we are 
looking for ways of eliminating a strike once it starts, 
shortening the length of time. And you will find that 
related to that third point. 


Equality of bargaining power. We have a couple of 


suggestions there, as well, on page LP isinrour brief. Quite 
frankly, we do not think that the theory of the legislation 
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has proven to be the fact. We do not think that there is an 
equality of bargaining power in that one of the parties now 
isvonly able to react and is notwable to anitiaterany 
action. That is unlike collective bargaining legislation in 
a number of other sectors in this province. And a couple of 
specific recommendations: We are suggesting that boards 
should have the right to change the terms and conditions of 
employment at the same time the teachers have the right to 
strike. 


Techinkmihe Others point. lawl) lejust) f102sh ion a Mer . 
Chairman, we are indicating over in our brief on page 17, 
one other option that we feel would help the bargaining 
process would be to allow some option in the nature of final 
offer selection. 


The theory in 1975 was if you make the cost so 
horrendous that the stakes are so great to the parties, they 
will both bargain responsibly and then final offer selection 
will be good mechanism. We are trying to check in our 
research as to when it was last used and had some difficulty 
identifying the specific year. 


It is fair to state that the way final offer selection 
now works nobody uses it. And our suggestion is that there 
be consideration - and this was, I think, one of the 
recommendations that was touched on in the Matthews 
Reports: =. onyaneitem—by—item basis. 


So, that in fact the final offer selector could choose 
the position of one of the parties on each item as opposed 
to only being able to choose the total package of either 
party. We think that would allow final offer selection to 
be used and, quite frankly, final offer selection will allow 
parties to save face. 


One of the things right now that does not always 
happen, sometimes the two parties are not very good at 
letting the other side save face in a confrontation 
Situation. 


Just in conclusion, Mr. Chairman, we should comment on 
the recommendation of the MacDonald Commission. We EotabLy 
disagree with the recommendations of the Commission with 
respect to the nature of bargaining. We do not wish to make 
any particular negative comments about a provincial 
commission, so we will just say we disagree with the 
recommendations. 


We do not think that they are realistic; the reasons 
stated for them are in that report. 


Last comment, Mr. Chairman. Bill 100 was never 


intended to eliminate, or expected to eliminate all the 
conflict in the bargaining sector in Ontario. And I think 
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that is one of the mistakes that a lot of us make; sometimes 
we assume that there will never be any conflict. 


The other point that, I think, was identified in the 
Matthews Commission Report was that making strikes illegal 
does not prevent strikes. think what we are suggesting in 
Our report, Mr. Chairman, are ways of refining the process. 
And if you would sum up our recommendations, I think what 
they do, quite frankly, is put more pressure on both parties 
by shortening the time frame. It brings fact finding into a 
more realistic position and it allows some other options 
with respect to terminating long strikes. That, I think, is 
the critical problem: How do you terminate the long strike? 


I would be happy to entertain any questions, Mr. 
Chairman. 


Mr. Chairman: Are there any other comments from other 
members on the panel? No. 


Good, we do have some questions. Mr. Johnson? 


Mr. Johnson: Final offer selection, is that similar 
to the process they use in major league baseball? 


: Yes, except that major league baseball 
has only one item, usually. We are suggesting that final 
offer selection be, unlike the present legislation which 
requires the selector to chose either the total position of 
the board, or the total position of the branch affiliate, we 
think that is in most cases unrealistic. The reason the 
parties are not using it is it does not work as it was 
originally intended. 


Mr. Johnson: If there were ten items, there would be 
ten proposals from both parties and an arbitrator or the 
mediator, whatever, would take maybe one of each and down 
ThHeeLTSeSOL. .% 


Mr. Campbell: Item by item. 

Mr. Jobnson: Would then have to take all or -- 
Mr. Campbell: No. 

Mr. Johnson: You feel that may be a realistic... 


> If it means that final offer selection 
would be used and, as a result of using final offer 
selection we would avoid some unnecessary strikes, we think 
that that is good idea. 


Mr. Johnson: Recommendation 6, page 9, an 


unresolvable impasse had been reached. Isn't one of the 
problems there to determine when that point has arrived? 
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: We are not suggesting, Mr. Chairman, in 
Our submission that that is an easy task - it is not. We 
think it is an easier task then defining jeopardy in the 
strikes we have seen so far though. 


Mr. Johnson: In my experience in Wellington County, 
where they were getting into their eighth, ninth, and tenth 
week and everybody I talked to was hoping to find a way to 
resolve it, teachers, board members, everybody, it was just 
extremely difficult to come down with some kind of 
assistance to reach that point. 


Mr. Campbell: Sometimes irresolvable impasses result 
from personality conflicts between two chief negotiators. 


Mr. Johnson: Yes. 


Mr. Campbell: That can be identified, perhaps, 
earlier in a strike and have the strike shortened We are 
not implying that that occurs in every case, but certainly 
that conflict between negotiators is a factor, and if an 
Outside party comes in and says there is no hope of this 
being put together, let's shorten the strike up and get on 
with resolving it, perhaps at an earlier stage is best. 


Mr. Johnson: Who will make this determination? 


: We are suggesting that could be a 
function of the Education Relations Commission. 


Mr. Johnson: I am not an expert on it, but I felt 
that that is where we were in Wellington County after the 
sixth, seventh week. 


Mr. Campbell: Yes, there is always hope that tomorrow 
We, Wil TeseCele sit toie. a difficult wroplemn. 


Mr. Johnson: Yes. Mr. Forsyth, you will be back on 
Friday afternoon? 


Mr. Forsvth: Yes, I will. 

Mr. Johnson: I will ask you some questions then. 
Mr. Chairman: Mr. Lupusella? 

Mr. Lupusella: Thank you, Mr. Chairman. 


I have a question to anyone from the panel. I did not 
have an opportunity to read Bill 100; could you please tell 
me if there is any particular clause which has to do with 
students' rights on Bill 100? 


: There is very little in there related 
to students’ rights. Probably the most direct reference 
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would be the issue of jeopardy to students' education and 
that, I think, has been the most difficult thing to resolve 
in a strike situation. 


Mr. Lupusella: As we are aware there is a principle, 
No. 7, of the United Nations Declaration of Rights of the 
Child, which has something to do in relation to education 
rights for students, which reads: 


"The child is entitled to receive education 
which shall be free and compulsory at least 
in the elementary stages. And shall be given 
an education which will promote his general 
culture and enable him on the basis of equal 
opportunity to develop his abilities, his 
individual judgment and his sense of moral 
and social responsibility, and to become a 
useful member of society." 


Now, do you not think that on Bill 100 we should have 
a clause to protect the rights of students to education? 
And how do you reconcile these rights with the right to 
strike? 


Mr. Campbell: Well, Mr. Chairman, I think you have 
conflicting rights in our society in many areas and this is 
one of them. In our society there are certain basic rights 
to collective bargaining. And the question is: At what 
point are the rights of one group jeopardized at the expénse 
of the rights of another group? And, I guess, that is why 
you have a Standing Committee reviewing it right now, Mr. 
Chairman. 


We do not have a realistic answer to that. We will 
say that where the right to strike does not exist it has not 
prevented strikes in the educational sector. Sovn bhatat 
think should be a factor that your Committee should give 
some consideration to. 


Certainly that was a major factor in the Matthews 
study. They fully realized that everywhere else where 
strikes had been banned had not eliminated strikes. 


I think, frankly, no one, my recollection, Mr. 
Chairman, was that no one, trustees, teachers, Or 
administrators, felt that compulsory arbitration was the 
better alternative for us in Ontario when the Matthews 
Commission reviewed it. 


Again, there are conflicting rights and we do not have 
an answer for that one, Mr. Chairman. 


Mr. Lupusella: Well, Mr. Chairman, if I may, the 


reason why I am raising this issue, is that it protects the 
right to strike for teachers; the students' education is at 


Farr & Associates Reporting, Inc. 





risk and we are placing the students" education at risk. It 
is as simple as that. They are becoming the pawn for 
financial gains of one group that wants to have his rights 
or their rights protected. I am extremely concerned about 
that. 

Now, do you have any disagreement if a clause which 
incorporates this principle that I have just read would be 
incorporated on Bill 100? 


Mr. Campbell: Well, Mr. Chairman, I guess if the 
question is: Do we agree that the right to strike should be 
banned? No, we do not for the reasons that I have already 
states. 


If we are talking about how do you protect it, I think 
the major changes we are suggesting in process are designed 
with that one point in mind. How do you not jeopardize the 
rights one of group - specifically teachers in this set 
Situation - and still protect to the maximum degree possible 
the rights of students and their education? 


And I think most of our fundamental changes, in the 
Critical section of the report, the section we have labelled 
"critical" are attempting to address the problem. 


Mr. Lupusella: Well, again, I did not go that far to 
the extreme that you have to ban the right to strike. The 
only thing which I am saying is, that if we incorporate the 
students’ rights on Bill 100 as a condition to force the two 
groups to bargain in good faith because their school year is 
going to be in jeopardy, I think it is a good achievement. 


Mr. Chairman: Was that a question or a statement, Mr. 
Lupusella? 


Mr. Lupusella: It was a statement, Mr. Chairman. 
Mr. Chairman: “thank you. 


Ms. Bryden? 


| 


Thank you, Mr. Chairman. 


I certainly appreciate the Association of Education 
Administrative Officials bringing forward such a detailed 
brief and going over each of the recommendations of the 
Matthews Commission. As you and others have said, is has 
not been implemented in any great detail, so perhaps it is 
worth looking at by groups like yourself. 


I would like to know how many school boards belong to 
your Association throughout the province? 


: Virtually, our membership includes 
every board in the Province. 
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Ms. Bryden: In the last five years then you have 
presumably been involved in some way with whatever strikes 
have occurred? 


Mr. Campbell]: That is correct. 


Ms. Bryden: Have any of you, yourselves, personally 
been connected with a board that had a strike? 


Mr. Forsyth: Yes, I have. 


Mr. Campbell: Mr. Forsyth is the Director of the 
Wellington Board -- 


Ms. Bryden: Yes. 


Mr. Campbell: -- Mr. Lee is from Peel County. 


Ms. Bryden: Those are two. So, presumably you are 
bringing very direct experience with the Act to us. Have 
you found, as the Grey County Board had found - I do not 
know whether you heard their brief before us - that the 
definition of "good faith bargaining" is somewhat unclear? 
They think it needs redefining. 


: Well, I think we would respond without 
commenting on their specific position because we do not have 
a copy of their brief, sometimes people get more concerned 
about legislating good faith on the other party's part. If 
the rules of game are clear legislating and having external 
bodies rule on my intentions is not as significant as 
getting on with it and having a good set of rules that have 
some consequence. 


We do not see that as the primary problem in Ontario 
bargaining today at all. We think the problems are, the 
ones that we have identified in the one section of the 
report, if there are some changes in process it will put 
more pressure on both parties. And pressure on both parties 
leads to better bargaining; pressure on neither party or an 
imbalance on one party or the other, does not lead to good 
bargaining. 


I think in some of those situations good faith 
bargaining charges in our view have never let to harmonious 
relations, which is the fundamental raison d'etre for the 
Bill. We do not think that is primary problem. Most of the 
people we have been involved with have reasonably good faith 
on both sides. That is not the problem; there are some 
impediments to making that good faith work in the bargaining 
process. That is what we are saying. 


Ms. Bryden: You want a shorter time frame. Could 
your representative from Peel refresh my memory as to how 
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long your strike was in Peel? 


Mr bee? al .quesS@it.was.L5.davs. 


Ms. Bryden: How long was the one in Wellington? I 
know it was long. 


NESE Ors Vis goby. 


Ms. Bryden: 51 days. So, we have got the sort of two 
extremes there of avery long one and one that is not too 
disruptive, I suppose. 


I do not know whether we will have an opportunity to 
hear further about the Wellington one. Is that correct, Mr. 
Chairman, that you are coming back? Perhaps we can then 
talk about its effect on the students. 


How short would your time frame roughly be? We have 
had the process laid out by Grey County and they want to cut 
it off at September 30th after the process has gone through, 
from the day the teachers notify that they want a new 
contract. 


: Well, I think there are a.lot.of 
different time frames you can come up with. We have one and 
there are some others that would probably work. I think the 
key in a time frame is putting pressure. We do not think 
that a date on which something magical is going to happen is 
going to necessarily lead to better bargaining. 


I tink what we are saying, it is an all-consuming 
process that starts -- There is joke right now that I heard 
the other day: Name two sports that both start around 
January 3lst, nothing happens till April, nothing 
Significant happens till after the the summer, and is 
usually resolved in October? Of course, the answer is 
baseball and Ontario Teacher Board bargaining. 


And, I guess, the essence of what we are saying is, it 
starts and it no sooner ends then they give notice, you have 
not got the agreements printed and notice is given, and away 
we go again. We do not think that long process is a healthy 
environment for teachers and kids in a school system. 


You cannot simply go about your job on a day-to-day 
basis with a 10- or ll-month process going on affecting your 
welfare all the time. We are suggesting that by not giving 
notice in January, which is essentially a joke, very little 
bargaining occurs until after the March break for a lot of 
good, valid reasons. 


So, we are suggesting that by not having the starting 


point earlier you are compresssing it. We think if you make 
some more checks and balances in the process, that the 
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process will take care of itself. Not changing the process 
fundamentally and simply imposing some magical end date will 
not give you better bargaining in Ontario, in our view. 


Ms. Bryden: Well, I certainly appreciate your 
philosophical objective and that is to produce better 
bargaining that recognizes the rights of all the parties on 
as equal a basis as possible, and tries to improve the 
process. This is what I hope we will do through this 
Committee and through you help. Thank you. 


Mr. Chairman: Thank you, Ms. Bryden. 


Now you have a question from the one who is really 
responsible for us reviewing Bill 100. Bill Davis? 


Mr. Davis: Thank you for your brief gentlemen. It is 
a very interesting brief. I have one or two very quick 
questions. 


One of the recommendations of Matthews, 29 to be 
exact, was that the parties -- He is talking about final 
offer selection and he suggested that you should be able to 
combine the mediation and arbitration reports and select out 
of it those things which both parties believe are suitable 
and desirable in the circumstances. Would you have any 
problem with that process? 


Mr. Forsyth: Mr. Chairman, I believe Mr. Campbell 
spoke to this earlier. It is in our brief as a suggestion 
of final offer selection. 


Mr. Davis: In the Matthews report they talk about 
taking pieces out of what might have been the mediation 
discussions and the arbitration discussions, so you might 
get three or four areas out of here, and three or four out 
there, but it becomes a different process. Because final 
arbitration just leaves it one or the other, but you are 
saying item by item; right? 


Mr. Forsyth:) Yes. 


: That specific recommendation is 
intended to expand the current option of final offer 
selection which is now limited to package A or package B. 

We are suggesting take the position of party A or party B on 
an item-by-item basis. 


Mr. Davis: Okay. The supervised vote taken just 
prior to a strike; would such a step not undermine the role 
of the leaders in either group? 


: That is the nature of bargaining. Any 


time you stand up in front of your membership, I guess, 
whether it is trustees or teachers, that is a rivek.ge Oneuof 
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the dilemmas we see right now, and Mr. Lee may want to 
comment on it, right now those votes that are taken, you 
know, they are pretty cheap votes. 


What happens if your contract has expired and you vote 
to turn down the offer of the Board? Essentially nothing. 
What happens with the strike vote? Essentially nothing. In 
our view, having one of the parties - we are not talking 
here teacher or Board - what we are saying is good 
bargaining legislation gives a balance of power and a 
consistent rational process. 


We are saying right now that aspect of it does not 
necessary give a balance of power. With one party able to 
act and the other party only able to react, is not 
equivalent in bargaining power. In our view that is a 
factor in the bargaining plan. 


Mr. Davis: There has been a suggestion made several 
times by trustee organizations that, if there is no contract 
by August the 3lst, there should be no school in September; 
how do you feel about that? 


Mr. Campbell: How do you put that succinctly? 
Mrs’ Dav ic: YOUMET Ys 


> It -issimpractical.. It Siqnores the 
reality of schools and Ontario society, in our view. 


Mr. Davis: So, you would not support that kind of 
notion? 


Pim CanppeilssNotwat ral. 


Mr, Lee: Mr. Davis, can I comment on that? 
Mr. Davis: Yes. 


Mr. Lee: Our whole presentation is designed to put 
pressure on the process and to make the parties get a 
Sect lement seilisyou automatically close the schools, “itwill 
be the government who will automatically close the schools, 
and the government will be blamed for it and it does not put 
pressure on the parties. It takes the responsible from 
getting that settlement, and living with settlement, away 
from parties and putting it on another party. And do not 
think it is practical, no. 


Mr. Davis: Is there a difference between an 
elementary strike and a secondary strike? 


Mr. Lee: The difference, of course, is the age of the 


children. We did not have kids dropping out or going to 
other systems, partly because our strike Was not vasmiong, of 
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course, and partly because we were not submitting marks to 
UNAVierSsi tye sthisekind. of .things 


So, I do not think it is less detrimental, I am not 
saying that, but some of the conditions are a little 
Gifferent to what happens with -- 


Mr. Davis: Any different pressures placed on you or 
the Board because it is an elementary strike? 


Mr. Lee: We felt that the first day of the elementary 
strike in Peel that we would just go nuts with parents 
saying, "What am I going to do with my small children?" 
That, in fact, did not happen. Parents had to accommodate 
and were able to accommodate. 


Mr. Davis: In your recommendation on page 9, you talk 
about the lack of specificity in the definition of jeopardy, 
and it makes it difficult for the ERC to make that 
determination. The last delegation stated that it was the 
responsibility of the Director of Education to inform them 
that there indeed was jeopardy; is that correct? 


Mr. Campbell: I think we should refer this to a 
resident expert on jeopardy. 


:- In Wellington County, Mr. Chairman, 
there were, I think, two letters written in a general sense 
by the chairman of the Board in mid-strike period indicating 
some of the things that have been talked about here this 
afternoon in respect of the loss of time, naturally, and 
also the conditions, social conditions, in the community. 


We did get finally a statement from the ERC specifying 
certain items that they thought we should comment on and we 
wrote a letter back commenting on those specific items. 


Mr. Davis: But my question -- 


Mr. Forsyth: But I wrote it to the ERC. 


Mr. Davis: I am trying to clarify. Is it the role 
of the ERC simply to agree with the Director of Education 
that there is a jeopardy finding in this respect? Or is it 
the ERC's responsibility to indicate there is jeopardy? Who 
makes the jeopardy finding? 


: Well, the ERC finally made the jeopardy 
finding in the Wellington County strike as far as I would 
understand it. 


Mr. Davis: Based on you information? 


: Based on information that I presented to 
them, yes, that would be my understanding. 
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Mr. Davis: Then -- 


: We had no communication back directly 
from ERC because not long after we made that particular 
submission we came to «he final conclusion -- 


Mr. Davis: It was pretty close to 51 days, the 
Liberals could not stand the heat. The question I have is: 
you said you want some more specific outline or criteria; 
what kind of criteria would you, gentlemen, suggest is 
required? 


: Well, one of the dilemmas you have in 
this one is that people started asking, "Well, the strike 
went 54 days, weren't the kids in jeopardy?" Well, yes, but 
not at 31. I think the great danger we see is all of a 
Sudden you have got another trigger point and it is the day 
of jeopardy. If we define that jeopardy must automatically 
occur after so many hours are lost, pretty soon you are into 
a situation where the 2lst day, and I think I heard a 
Suggestion that a strike should only last a month. 


I think parties when those kind of terms are clearly 
known are able to govern their bargaining behaviour, and I 
am talking about either the Board or the branch affiliate or 
both. It is like having the magical strike closure: you 
govern your behaviour differently. And I think jeopardy 
certainly has been talked about in terms of accessiblity of 
students to university; marks being available; failure 
rates. There is a whole bunch of things that come out 
there. 


The dilemma we have is, that you can say he failure 
rates did not go down or up this year, and we didn't lose 
more kids or we did. The reality is that there is a portion 
of the year missing and, after a certain point, there has to 
be something have happened to the education of those kids. 
That is our concern. 


Mr. Davis: Would this be a true statement, that a 
strike in a semestered school in the first half - that is 
the fall semester - is not as damaging to a student as a 
strike that occurs in the second half? 


Mr. Campbell: Unless you are in your last semester 
before your diploma. 


Mr. Davis: Yes. 


Mr. Campbell: And a lot of kids are. I am not sure 
that you could make that statement. You could make that 
statement if the student was planning on taking -- with the 
exception of the students who plan to enter university the 
following year. You can always use the argument that if 
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they have enough credits they have a chance to make it up. 
That is not always true in semestered schools. There are a 
lot of courses offered that there is only one section in and 
in the smaller high schools, many of which are also 
semestered, there would not be the opportunity to pick up 
specific credits. So, I do not think we would agree 
completely that you can make that simple distinction. 


Mr. Davis: Okay. 


Mr. Campbell: For some students, yes; for other 
students, not necessarily. 


Mr. Davis: So, I just want to clarify this again. 
The definition of jeopardy is the responsibility of the 
Director of Education who informs the ERC that he believes 
the students in his system are in jeopardy. Then the ERC 
either agrees or disagrees with that statement? 


: Mr. Chairman, that would 'berny 
understanding of it. The part about the Director of 
Education, I think he is the Chief Executive Officer of the 
Board of Education and probably is in the best position to 
formulate a letter to the ERC with respect to the conditions 
in his jurisdiction, depending on the strike. 


My understanding was that from that basis the ERC made 
the decision that there was jeopardy in the Wellington 
County situation. 


Mr. Davis: I see. 


th: But I did not have direct communication 
that? saidiithnat. 


Mr. Davis: You indicated to me that there were two 
previous letters indicating that there was jeopardy which 
the ERC then said there was not jeopardy, so they 
disregarded the information? 


: It might be unfair to say they 
disregarded it, but we did not get a response immediately; 
when we did get a response then we had a more definitive 
statement in writing, which I had heard over a telephone 
earlier, but we finally got it in writing saying these are 
the areas we wish you to comment on. 


Mx. Campbell: Mr. Chairman, one comment on the 
semestering. It is probably a fair statement that jeopardy 
for a lot of kids happens twice as fast in a semester 
program. 


Mr. Forsyth: Yes. 
Mr. Campbell: I think that is the one difference that 
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we have in 1987 from 1975 is the portion of our schools, 
secondary schools, that are on a semester program; and 
therefore, for certain kids, the longer the strike goes it 
has a double impact in terms of time lost from class. That 
is a fact. And it is compounded, of course: many 
jJurisdications have a mixture of semestered and 
non-semestered schools, so again, the effect varies from 
school to school for that reason. 


Mr. Davis: Thank you 
Mr. Chairman: Mr. Allen? 
Mr. Allen: Thank you, Mr. Chairman. 


I want to say, first of all, that I appreciate the 
Getailwot «thesbrier and. Tslookstorwardstoggqoinggthroucgh it 
with some care at a point where I have a little bit more 
leisure than I have had between the moment I received it - a 
few moments ago; the present instant. 


I appreciate very well that your concern is to 
rationalize the negotiation process rather than to 
fundamentally alter it or to follow the lead of my erstwhile 
colleague, Mr. Lupusella, who has abandoned all of the 
socialist principles and seems to feel that a fairly 
Simplistic approach to this issue -- 


Mr. Chairman: Now, now. 


Mr. Allen: -- would some how resolve the matter. And 
it is quite right that Bill 100 was never designed to remove 
conflict; conflict,is built into the: relationship to a 
certain degree and it is a healthy thing up to certain 
point.) — thinkallwof susswouldtagree with that." So,)1 
appreciate the approach in general that you are taking. 


I wonder if you can provide me with a little further 
information. First of all, how many negotiations in fact 
take place in the course of a given year in Ontario between 
boards and teacher organizations? 


Mr. Campbell: In most cases, unless there are 
multi-year agreements it would the number of the board times 
two in the public boards and probably that in the separate 
boards, although, not necessarily. 


Mre Allen: So, we are talking probably somewhere in 
the order of a couple of hundred, two-hundred and forty, 
two-hundred and fifty negotiations? 

Mr. Campbell: Yes, that would be a fair statement. 


Mr. Allen: In how many circumstances do those 
negotiations lead to sanctions by one party or another? 
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Mire calippellranvery Lew —— 
Mr. Allen: Take the average or the last five years. 


ax ell: Very few. And I think this is why at 
the outset, Mr. Chairman, I indicated we do not think a 
major transplant is required here, but there is some 
corrective surgery. 


I think the statistics you would from the ERC would 
indicate all is well because statistically, you know, we are 
over 90 per cent, or whatever the figure is, and we would 
concede that point. Generally speaking it works well. 


If you analyze the recommendations we are saying there 
are some situations that arise that truly jeopardize kids. 
And it is not how many were successful; it is how many were 
unsuccessful and long in terms of the sanction. It is in 
that context, Mr. Chairman, that our recommendations are 
made. 


Generally speaking the Bill works well. You do not 
have major problems in good faith/bad faith bargaining 
charges, most of the things work well. It takes too long. 
And you think that in some jurisdictions that that is all 
that happens in the school system is collective bargaining 
between boards and branch affiliates. That we think is a 
negative aspect even if the results of it do not lead to a 
sanction. 


Mr. Allen: Yes. So, that the percentage of sanctions 
is relatively small and if one then looked at the number of 
strikes or the numbers of sanctions that in fact lead to 
potential jeopardy, it would be even a smaller percentage 
Stil) ,piewouldssuspect. 


What efforts have been made by any parties to analyze 
real jeopardy; that is, by examining students in strike 
situations and to see what has happened to them in terms of 
the subsequent course of their studies? 


Mr. Campbell: Mr. Chairman, we are not -~ 
Mr. Allen: Have there been studies of that kind done? 


Mr. Campbell: There has been at least one study where 
a group of students involved a strike were tracked as to 
their future results of university, but I think in terms of 
your general question, what has been done to analyze 
jeopardy, I am not aware of any significant study. 
Certainly, since most of the people involved in collective 
bargaining in school boards are members of“ours, we are not 
aware of anything that has been done by the ERC outside the 
Commission itself. 
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Mr. Allen: What was the conclusion of the one study 
that was done tracking the students through into their 
access to university? And which strike was that? 


Mr. Campbell: It was the Sudbury one and I think the 
etfect was found to be minimum using the benchmarks in that 
study. 

Mre Allen: Yes. Of course, it is not the only 
benchmark and and it is not a very refined kind of criteria, 
but nonetheless it was a criteria. As I, recall, I thought 
it was a more recent strike than the Sudbury one. In any 
case, the conclusion there seemed to be that there was not 
dramatic jeopardy. 


Could you clarify a statement that you made which I am 
not sure whether I heard it right or whether you just stated 
it too casually. I am sure it is explained in your brief 
and I would not have to ask this question if I had read it. 


You say that boards should have the right to change 
conditions of employment at the same time as teachers have 
the right to strike. I am not sure whether you are talking 
about something that should happen coincidentally or whether 
two conditions ought to prevail side by side, or exactly 
what it is you are meaning in some detail when you made that 
statement? 


Mr. Campbell: Well, Mr. Chairman, that specific 
statement I did make it rather casually, but it referred to 
Our point on page ll. Our tenth recommendation was simply 
that following recommendations of the Matthews Commission be 
implemented. And we go on to give some of the rationale 
following that, but not all of the rationale of the Matthews 
REDO. 


There are four specific recommendations of the 
Matthews Commission, Matthews Recommendations 2, 3, 4 and 5 
which address that equality of bargaining power. We are 
recommending that those recommendations be implemented and 
the specific one was No. 3 there, on page ll. 


It boils down to the equivalence of bargaining power, 
Mr. Chairman. We think that is fundamental to good 
bargaining legislation that the parties have approximately 
equal bargaining power. We think while the intention was 
allottable in 1974 when the Bill was drafted, in fact, 11 or 
12 years' experience indicates that it has not always worked 
out that way. 


: With regard to your note on final offer 
selection, it is an intriguing suggestion, but I wonder 
whether it would have the result that you wish; namely, that 
final offer selection would be used more frequently than it 
has been in the past. As I gather it was your wish that 
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that should be more frequently accessed as a way of avoiding 
the ultimate sanction. 


Would it not be even less likely to be used under the 
terms that you describe, insofar as each package that is put 
together by either party tends, at least, to involve some 
tradeoff that one or the other is prepared to make and, 
therefore, there is a certain balance in the package. 
Whereas, your suggestion leaves it open to either the most 
expensive items being all put together in one package or the 
cheapest solution being put together in one package, and in 
that way appealing dramatically to one side and not at all 
to other, depending upon which choice was made? 


: Mr. Chairman, we are not naively 
suggesting that that recommendation is going to solve all 
the problems. You cannot get it used less frequently than 
zero and that is what you have today. We are not aware of 
the final offer selection having been used since the 
Matthews Commission. We were not sure what year it last was 
done before the Commission report, but we are fairly sure it 
has not been used at all since. 


Since that was one of the strike prevention mechanisms 
envisaged in the Bill when it was passed in '75 and that is 
not being used at all, that says to us there has got to be 
some reason why in Ontario teacher bargaining that option, 
that alternative to closing schools and jeopardizing and all 
the rest of that, there has got to besome reason why that is 
not being used. And the information we have from certainly 
our members who were working with both trustees and 
teachers, the effect of it... 


Quite frankly, I do not think you could get selectors 
back more than once; you would run out of selectors the way 
it is now. You would either be a board selector or teacher 
selector, and your acceptance by the other side -- 1 think 
they say the life expectancy of a final offer selector is 
one visit. Nobody wants you back, you know, if the other 
Side does not want you. 


We are trying to be very analytic. We recognized pas 
would not be used in many circumstances, the parties would 
want to shy away, personalities would shy away from it, but 
there may be one circumstance that a strike is prevented by 
having that option open to them. Right now the option is 
too much of a Russian roulette. I have got some good 
points, the other has got some good points; I cannot risk 
losing the whole bundle, so I am prepared to take the thing 
further down and not consider that as an option. And that, 
frankly, is what teachers and trustees are finding. they 
are not using the process. The risks are too great right 
now, I think, generally. 


Mr. Allen: Thank you very much. 
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Mr. Chairman: Mr. Johnson, a quick question? 


Mr. Johnson: Just back to the question asked, the 
previous Board, Grey, about municipal elections every three 
years. In 1985 we had two major strikes in Grey and 
Wellington; so far we have fortunate in the last two years. 
1988 is an election year. Should we not be preparing? 


esp Weld. lo thinkiat visstairetoy state’ that 
the election of decision makers in the bargaining process 
sometimes creeps into the bargaining strategies. I guess, 
from your question, I am inferring that the closer move the 
election date to the tail-end of the bargaining process the 
greater risk there is of the two being intertwined. You are 
probably correct. “I doi notiknow that that would) be 
Widespread occurrence? 


Mr. Johnson: I think from the thrust of some of your 
recommendations, Recommendation 7 is very similar to 
Matthews' 26 which, the way I read it is the role of the 
ERC, Education Relations Commission, be strengthened; is 
that “correct? 


Mr. Campbell: Yes. 


Mr. Johnson: Would it not make sense that in an 
election year when we have a council that is on the way out, 
school board, that I think in Wellington's case there is at 
least six or seven of the trustees that were not returning, 
and yet, they were the ones that had to make the decision 
that would be carried by the next board. That places a 
tremendous responsibility on that group without any 
consequences. And then the new board that comes in has to 
pick up what they have inherited. 


My feeling is that if there is some way that in that 
third year, in the election year, if the ERC or someone 
could in some way assume some of that or in some way speed 
up the process, is that unrealistic? 


ssuewe did snotistudvethatrwatwall, but I 
think what I hear you saying is: that it creates an 
uncertainty around the bargaining process and, in that 
sense, we would agree. If the trustee election creates an 
uncertainty in the bargaining process and therefore the 
process itself does not operate as efficiently and as 
effectively as it should, then you should look at that. We 
would agree with that statement. To what degree it is used 
by which party, I think you are making a point we would 
probably on balance agree with. It creates an uncertainty 
that in the other two years is not there. 


Mr. Johnson: Maybe I am mistaken, but it seems to me 
that in both Grey and Wellington they did have this problem. 
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I am not being critical of the people involved, it is simply 
the process. 


Nr. Campbell: Yes, it is a fact. 


Mr. Johnson: I also feel that if a third, ERC, or 
someone would assume a little more responsibility in that 
type of scenario, it might be better for all concerned 


: I think the pressures we are suggesting 
would be created by the changes we are recommending would 
help as well. 


Mr. Johnson: Thank you, Mr. Chairman. 
Mr. Chairman: Thank you very much, Mr. Johnson. 


I would like to thank the Committee for coming forward 
and we really appreciate your brief and your frankness 
today. Thank you. 


Bie Ol Lou Ge Thank you, Mr. Chairman for having us 
here and I hope you notice, as we stated in the beginning, 
if we could hone the process to get the two parties ina 
shorter time frame together to get the job done, hopefully 
the winners will be the people that we are responsible to 
educate. Thank you. 


Mr. Chairman: Thank you. 


Our next presenters are from the Ontario Teachers' 
Federation, it is brief No. 6. We have Mr. Douglas 
McAndless, who is the President. We have John Faugeux, 
First Vice-President. Malcolm Buchanan, Second 
Vice-President. Mr. Guy Matte, past President of the O.T.F. 
We are going to be running out of chairs, but you can bring 
some ahead if you wish. We also have Margaret Wilson 
Secretary-Treasurer. And Dave Alysworth of the staff. 


Are there any more people who want to come with you to 
the £ront? 


Mr. McAndless: There will just be the three of us. I 
think we have introduced or have introduced most. Elaine 
Cline is First Vice-President of the Federation of Women 
Teachers' Associations in Ontario and David Kendall is First 
Vice-President of the Ontario Public School Teachers' 
Federation. 


So, there are representative of all five affiliates, 
but I think rather than have the whole group here at the 
table we will try to operate this way. If there are 
specific questions that any one might have for 
representatives of any of the affiliates they can come to 
the table so they can make use of the microphone. 
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Mr. Chairman: Could you just introduce your panel? 


Mr. McAndless: Yes. To my left is David Aylsworth; 
to my right is Margaret Wilson. And I am Doug McAndless, 
President. 


Mr. Chairman: Are you going to read through your 
Drierior -— 


Mr. McAndless: I am going to go through it. I am not 
gOing to read it in all the detail, but I would like to 
POUCH ONSCNeenionlignts. sla would, bitstuoL all, Mr. 
Chairperson, like to thank you on behalf the Ontario 
Teachers' Federation for the opportunity to submit to the 
Committee on General Government its comments and 
recommendations concerning collective bargaining and the 
process that goes on between teachers and trustees. 


At the very outset, I think that it must be made clear 
that the Federation wishes to emphasize that it believes the 
procedures adopted in Ontario 1975 under the School Boards 
and Teachers Collective Negotiations Act, Bill 100, to be 
fundamentally sound. The intent of the legislation, as 
described by an experienced practitioner of labour 
relations, was not to eliminate conflict, but to return to 
more harmonious and stable relationships and lessen 
confrontation by institutionalizing conflict and providing 
machinery for dispute resolution. 


I guess our belief is that the process that Bill 100 
has incorporated works; and it works basically very well. 


Given the experience under the Act the Federation is 
of the opinion that major changes are both unnecessary and 
unwarranted at this time. However, in the context, this 
particular context, OTF has chosen to confine its comments 
and suggestions to a limited number of considerations; 
however, in so doing, it reserves the right to comment on 
any and all matters raised with regard to Bill 100 during 
the course of the hearings of the Committee on General 
Government. 


Finally, the Federation suggests that proposals for 
change resulting from the work of the Committee on General 
Government should be subject to a comprehensive review 
process with opportunity for input from the parties prior to 
any introduction into the legislation. 


One of our concerns is the time line. And the 
experience has indicated, and in listening to the last 
comment that there were only two sports, baseball and 
teacher school board negotiations, it was pointed out 
quietly at the back that opening day in baseball is a lot 
more fun too! It is protracted; the extended process is 
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drawn out, it is initiated in January of the year where the 
collective’ agreement “is due’ to expire in’ August’ 3lst.. Many 
collective agreements expire before negotiations for a new 
agreement are concluded. 


Fact finding without the consent of the both parties 
or the ERC declaration of impasse cannot take place prior to 
the expiration of an agreement. Fact finders are rarely 
appointed forthwith upon the expiry of an agreement. There 
is little pressure on the parties to bargain meaningfully 
until the collective agreement has expired and it is not 
unusual to have collective agreements unresolved fifteen 
months after the bargaining process was initiated. 


In OTF in 1980 in the submission that we made to the 
Commission to review the collective negotiation process 
between teachers and school boards, we had three 
recommendation and they are found in the lower part of page 
2. They were 12, 13 and 14. And that was that: 


"Either party to an agreement may give written 
notice to the other party between January the 
lst and March 3lst in the year in which the 
agreement expires of its desire to 
negotiate." 


So, we are providing a scope in there. 


"The parties must commence negotiations within 
15 "days of “giving notice." 


So, there is a pressure, once you have given notice, to get 
something started. 


"That a fact finder be appointed at the request 
of either party provided that at least 75 days 
have elapsed since the notice of a desire to 
negotiate was given." 


So, again are attempting to pull together and this would be 
our first recommendation at the top of page 3. 


The School Boards and Teachers Collective Negotiations 
Act be amended. And again, to provide notice at a later 
Gate for a desire to negotiate. 


To require the appointment of a fact finder at the 
request of either party well before the expiry of the 
agreement. 


And three, permit a branch affiliate to comply with 
all requirements of the Act and to be in a position to 
initiate a sanction should a new agreement not be concluded 
before the old one expires. 
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That is our recommendation at this point in time. It 
falls very similar to the one that we made back in 1980. 


We have some concern in part B about additional 
provisions. Within the Labour Relations Act there are some 
provisions that are provided that we feel would in fact 
improve the process of negotiations and the results 
therefore. 


In Section 45 of the Labour Relations Act it provides 
a mechanism for the expedited arbitration of rights 
grievances. In other words, it is a process to short 
circuit an otherwise rather lengthy grievance procedure and 
CO CLererdamacce rm OLrect lV ero wan aro cLarol, 


We believe that in many instances, that if the School 
Boards and Teachers Collective Negotiations Act would permit 
this kind of expeditious resolution of grievances that are 
unlikely to be resolved without ultimately being referred to 
a third party, that the whole business of confrontation and 
conflict between the two parties might, in many instances, 
be reduced. 


And secondly, subsection 44(9) of the Act, the Labour 
Relations Act, OTF believes that in the School Boards and 
Teachers Collective Negotiations Act that it should be 
amended to provide that an employee only may be disciplined 
or discharged for. cause. 


And that where an-.employee is discharged or 
disciplined for cause an arbitrator or arbitration board may 
substitute such penalty as seems just and reasonable in the 
circumstances. 


Bresentiyatheresis lLittlLe.opportunity for the 
arbueraviongboard,orsthevarbitrator,.to.find a modifying 
position. And so again, we have our two recommendations on 
the top of page 4. 


That the School Boards and Teachers Collective 
Negotiations Act be amended to provide: 


One, that no employee may be discharged or disciplined 
except for just cause; 


Two, that where an employee has been discharged or 
disciplined for cause an arbitrator or board of arbitration 
may substitute such other penalty as seems just and 
reasonable in the circumstances; and 


Three, that each employee must be fairly represented. 
And the third recommendation relates to this. That 


the School Boards and Teachers Collective Negotiations Act 
be amended so as to provide for the expedited arbitration of 
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rights and grievances. 


Section C is very brief and it touches on a concern. 
I mentioned earlier in the brief the appointing of fact 
finders forthwith. 


We found that the Education Relations Commission does 
not act forthwith. Frequently, the ERC is either unwilling 
or we believe more likely unable to comply with this 
requirement. OTF considers it vitally important that the 
Education Relations Commission be provided with sufficient 
resources to discharge its responsibilities under the Act in 
a timely manner. 


They cannot do that currently because of some rather 
limiting conditions that have been imposed on them, both 
financial and personnel-wise. So, that is our fourth 
recommendation. 


Onethesrightsto strike. sI-am.notsgoing,to read the 
whole section, but this is, of course, one of the very 
essence of the Bill 100 and the whole process of School 
Boards and Teachers Collective Negotiations Act. 


On page 5, and I am going to quote from the submission 
that we made at another time: 


"It is imperative that all terms and conditions 
of employment put forward by either party 
continue to be the subject matter of 
negotiations. Any attempt to restrict the 
scope of negotiations would increase 
frustration and create legal problems. The 
restrictions in the scope of negotiations 
imposed by the Crown Employees Collective 
Negotiations Act, for example, have served to 
exacerbate rather than clarify the 
negotiations process. 


"Realizing that collective bargaining is 
essentially an adversary process, the 
designers of The School Boards and Teachers 
Collective Negotiations Act made a decision 
attempt to channel the conflict inherent in 
the process rather than to dam it. They did 
so with the knowledge that if conflict were 
routed through designated channels, monitoring 
and public protection as well as dispute 
resolution mechanisms could be built into the 
process. They also realized that attempting 
to dam the conflict amounts to ignoring its 
reality. When the conflict spills over, as it 
must, it runs unchecked and unimpeded outside 
designated channels and sometimes even outside 
the law. The ultimate right of the individual 
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teacher through his/her branch affiliate to 
refuse to work without quitting his or her 
employment is fundamental to the free 
collective bargaining and to the design of the 
RCC. w lnate Lone cOULUeNOtsDe= wr tlarawl 
without compromising the Act. 


Mr. Chairperson, I would point out there was some 
question earlier about the ratio or the number of strikes. 
We have done some researches into this and you will see in 
Appendix  irathe data, but 97 27* percent of the? collective 
agreements are arrived at with no sanction. 


The question has been asked regarding this in 
comparison to other labour disputes, and I would suggest 
that the information we have been able to gather from the 
Labour Relations Board and so on, that negotiations under 
the Labour Relations Act probably is about 40 per cent less 
effective. And so I do not think the Bill is seriously 
flawed. 

Again, the question comes up: In the length of the 
strike, in the event of a strike or lockout, the welfare of 
society, and particularly, that of the students affected by 
the strike. We believe that Subsection 60(1)(h) of the Act 
is under this Section, that the Education Relations 
Commission is required to advise the Government when the 
continuation of a strike or lockout places in jeopardy the 
successful completion of courses of study. In the past ten 
years the ERC has only been required to make this 
determination on three occasions. 


I believe that we in OTF would question, to some 
extent, the opinion heard a little earlier this afternoon 
that the Director of Education is the only person who might 
be able to make that decision. We are not totally convinced 
that he may be sitting in an absolutely unbiased and 
non-pressured politically, position. 


We make some recommendations in regard to this and 
they are found on page 6 in the middle. The Ministry of 
Education subsequent to a strike or lockout adjust transfers 
to the school board, because as you heard earlier we need 
pressure on both sides. And I can assure you, that from the 
teachers’ point of view there is pressure, economic 
pressure, financial pressure, questions whether you will be 
able to make the mortgage payment or not come up, put 
groceries on the table and so on. There are those very real 
financial questions. 


On the part of the school board there have been 
occasions when the school board has sat back and really 
financially come out of a strike economically better off 
than they went into it. 


And so on page 6, Recommendation 5. 
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That subsequent to a strike or lock-out adjust 
transfers to the school board: 


One, to recoup the government portion of savings and 
recognized extraordinary expenditures; 


Two, to recoup 1/200th of the total annual grants for 
Special Education and the Trainable Retarded for each day of 
strike or lockout; and 


Three, to recover 1/200th of the weighted level of 
recognized ordinary expenditures per pupil for each day of 
strike or lockout. 


We believe that this will then make school boards and 
the taxpayers a more equal partner in a sanction situation. 
Both will suffer some financial hardship. 


Section E deals with principals and vice-principals. 
Section 65(2) of the School Boards and Teachers Collective 
Negotiations Act, which requires that in the event of a 
strike or lockout principals and vice-principals remain on 
duty, we believe, is unnecessarily divisive. It undermines 
the collegial atmosphere necessary to the school's effective 
functioning and compromises the rights of the principals and 
vice-principals to full participation in the collective 
bargaining process. 


Schools cannot be operated effectively by principals | 
and vice-principals alone. To attempt to do so with 
volunteers or teachers from outside of the bargaining unit 
is not only unproductive, but quite possibly unsafe as well. 


Principals and vice-principals should be granted the 
right to strike and the right to be uniformly affected by a 
lockout. 


Should the event of a strike or a sanction take place, 
we recognize that the principal and vice-principal have 
certain responsibilities. Obviously, they are going to be 
required to notify the parents that on a given date the 
schools will be closed because of a strike or lockout. They 
have a responsibility to ensure that the building has been 
properly locked and secured. They have a responsibility to 
try and make sure that the parents do not send their 
children to the school where there will be a lack of 
supervision to protect them. Those are the responsibilities 
the principals and vice-principals have; they should not be 
attempting alone or with the aid of volunteers to run a 
school program. 


And on the top of page 7: That the School Boards and 


Teachers Collective Negotiations Act be amended to extend to 
principals and vice-principals the right to strike and to 
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provide that they look out aptly, uniformly to all members 
of the branch affiliate, including principals and 
vVice-principals. 


And finally, representation. School boards have 
traditionally have been very reluctant to recognize teachers 
other than the regular day school teachers in the bargaining 
under Bill 100. However, recent Divisional Court rulings in 
Humewood case and the case involving the adult day school 
teachers in Ottawa, would suggest that besides regular day 
school teachers, there are other teachers who have rights as 
well. 


And OTF believes the time appropriate to extend to all 
teachers of programs supported by grants from the Ministry 
of Education the rights to have their conditions of 
employment determined under Bill 100. And therefore we have 
Recommendation number 7. 


Mr. Chairperson, you will find in Appendix 1 a summary 
of the seven recommendations. Appendix 2, the experience 
with Act and some further data. And I would prepare to 
answer any questions or find someone in the group that can. 


Mr. Chairman: Thank you very much. 


We do not have a question as of yet, but is there any 
other member of the panel that wants to give their point of - 
view? No. 


Mr. Jack Johnson? 


Mr. Johnson: I think everyone is agreeable to the one 
thrust of our, hearings, is that the Bargaining Act is 
protracted. 


Mr. McAndless: Yes. 


Mr. Johnson: I personally feel that Bill 100 is not 
seriously flawed and I feel that we can work within the 
framework of what we have and strengthen it. 


One serious concern I have is for the students and the 
young people that are being affected by strikes. Now, you 
have mentioned impact on the teachers, and I well know that 
as I have many friends that are teachers. I also know of 
the impact on the taxpayers, that are paying for something 
that is not happening. I have a great deal of concern that 
sometimes we overlook the young people. 


In your presentation, in what area do you refer to the 
students? 


Mr. McAndless: Well, that is touched on in the area 
where it would be Subsection 61(h) of Act. It is under this 
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particular aspect that the Education Relations Commission is 
required to advise the Government that a continuation of a 
strike or lockout would, in fact, place in jeopardy the 
successful completion of courses of study. 


So, we believe that the Act itself does have that 
particular concern covered at the present time. I also know 
from experience that when the sanction is finished the 
teachers go back and they work extremely hard with the 
students to make sure that the work is caught up and that 
every effort is made to ensure that the students are not 
going to lose significant parts of the program that are 
covered. 


But we believe that the Act already has built in a 
provision to look after jeopardy in those particular cases 


Mr. Johnson: Well, I agree and disagree. I certainly 
know that the teachers in Wellington have done everything in 
their power to try to overcome the difficulties that did 
come about from the strike and I give them full credit for 
it. But I do feel that, regardless of the best intentions, 
11 weeks is too long for any strike; it has to jeopardize 
some: chitidren,vrit notraddacmAndsthatethere,hasggot) to, be: a 
better method then going 51 days for a strike. 


Mr. McAndless: Well, I think that the other aspect 
that we have suggested here is that there seems.to be a 
little bit of lack of financial pressure, at least on the 
school board. There may be political pressure on the 
trustees, but the fact that the taxpayers' money which is 
being spent, as you referred to, for a service which is not 
being provided, is sitting there as a benefit that the 
school board has, presumably they will return that to the 
taxpayers in a lower tax base or lower tax rate the 
subsequent year. 


We feel that this is, in fact, not the best way to 
work. That, in fact, if the school board recognized that 
they were going to lose financially for every day of the 
strike, that it would tend to move them more quickly to the 
bargaining table to seriously sit down and find a 
resolution. 


Mr. Johnson: Well, I think that you will find that in 
any strike that the board is subject to just as much 
pressure as the teachers. It is a nasty situation and we 
are all concerned. 


In Recommendation 42 of the Matthews Commission, it is 
similar to one of your recommendations. They suggest that 
ERC be given more dollars to pay for fact finders, 
arbitrators, for final offer selectors at levels which will 
ensure the selection and retention of qualified individuals. 
And that more training be provided to these people. 
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Do you think that strengthening the ERC would help to 
Shorten the strike? 


Mr. McAndless: I think there are two things in that 
regard. I think that the ERC at the present time does not 
have the resources, both financial and physical resources, 
to be able to provide fact finders expeditiously. That they 
can get in and do their job. There is no question, it is 
our belief that some of the fact finders are very effective 
and some of the mediators are very effective; others are not 
as effective. And maybe some training, some development of 
the skills, but I think you have to have, first of all, 
salary that is going to attract the kind of people who have 
naturally the skills and talents to do that. 


I believe the other recommendation, in changing the 
time line, providing a degree of flexibility and tightening 
up the time line as we have in the recommendations on page, 
4 in Recommendation No. 2, would tend to cause the time line 
to be somewhat different from board to board. 


And therefore, all of a sudden on the first day of 
September you would not necessarily have to have all of the 
fact finders to be put in place, that some of them could 
have been put in place earlier in the year. If one party 
felt it was necessary and they had then able to get the 
processes begun earlier, that fact finder could have maybe 
done their work. or the mediator could have done their: work 
and would be free later on to work with another. So, we 
believe that that would be an advantangeous aspect. 


Mr. Johnson: Well, I certainly support the concept 
that anything we can do to shorten the time frame would be 
beneficial. I also feel that from what I am hearing today 
we should be giving more resources to the Education 
Relations Commission and maybe some more power as well. 


Mr. McAndless: David, did you wish to answer? 


; Just to say that I think the ERC has 
sufficient power under the Act; it is a question of whether 
Or not they are exercising or able to exercise their mandate 
at an appropriate time. 


Mre Johnson: What do you mean when you say "they"? 


: I think there is some evidence that 
they do not have sufficient financial resources to hire 
enough fact finders to put them in the field in the 
outstanding agreements, as of September lst. And you can 
deal with that in two different ways. 


One, you can provide them with enough money to hire 
appropriate. people —Couruleilethesiunctionssaunden. the Act; 
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and, secondly, you can alter the time line so that those 
calls on those resources come at various times throughout 
the year, by permitting branch affiliates and local boards 
to accelerate the process in some instances to allow it to 
go to a point where the contract expires. 


But there are two ways of addressing the issue without 
giving the ERC additional authority under the Act. If they 
exercise, we believe that they have sufficient authority 
under the Act to fulfil their role adequately and that they 
do not need additional responsibilities. 


Mr. Johnson: But they do need more resources? 
Mr. Alysworth: They do need more resources. 
Mr. Johnson: Thank you. 

Mr. Chairman: Ms. Bryden? 

Ms. Bryden: Thank you, Mr. Chairman. 


I would certainly congratulate the Ontario Teachers' 
Federation for bringing a very comprehensive brief to us and 
bringing the views of all their affiliates, because I think 
they are greatly affected by this legislation and I am 
rather pleased that they basically think the process works. 
‘and that major changes are not necessary, but whatever 
Suggestions they do have for changes I think we should 100k 
at very carefully. 


I do like your suggestion also that whatever 
legislation comes down, there should be an opportunity for 
input from all the people who have appeared before us, 
again, to comment on those proposals. 


I have two or three questions. One is, when you 100k 
at the right to strike, you also quote the Matthews 
Commission Report on the reasons why compulsory arbitration 
is not an adequate substitute. I presume, because you 
quoted, you very strongly endorse their conclusions on that 
subject that compulsory arbitration is not a substitute for 
collective bargaining under the Act. 


: No, we do not feel that that resolves 
the basic conflict that was there. An imposed settlement is 
usually not a satisfactory settlement. 


Ms. Bryden: But you do, of course, consider the use 
Ofmiarbitretors* tor short circuit settling of certainritems? 


Mr. McAndless: Yes, we touched on that earlier. This 


was in the grievance process that usually arrives out of the 
collective bargaining contract. 
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And what happens there, very often the grievance 
process can be very, very lengthy. And in the Labour 
Relations Act it is recognized that this lengthy process can 
often build up antagonisms, hard feelings, just having the 
process go through. 


So, it is our belief that if, in many cases where it 
appears that it is going to have to go to a third-party 
resolution anyhow, that, in fact, the process could be short 
circuited and eliminate the length of time, the protracted 
length of time, it is drawn out. 


Ms. Bryvden:, Yes. 
Mr. McAndless: David? 


: First of all, we would draw a 
fundamental distinction between voluntary arbitration and 
compulsory arbitration. We have not quoted the Matthews 
Commission work at length, but we have provided to your 
clerk copies of the OTF's submission to Matthews in 1980. 
And one of the chapters in that submission was devoted to 
the right to strike and the business of, or the potential 
of, compulsory arbitration. So I recommend that to you. 


Ms. Bryden: With regard to voluntary arbitration, I 
am not completely familiar as to how the arbitrators are 
chosen. Is there a roster drawn up, let's say, for the 
chairperson? Each party, of course, choses their own person 
as well; is that not the case? 


Mr. Aylsworth: There is a mechanism within the Act. 


Ms. Bryden: Yes. The list of recommended arbitrators 
to chair the group, is there input from the different 
parties in drawing up that roster of arbitrators? 


Mr. Aylsworth: Informally, yes. 
Ms. Bryden: Informally. 


Mr. McAndless: I think one of the major concerns that 
we have - we go back, again, to the resources - and that is 
that the ERC does not have an extensive budget to pay 
Salaries that would attract the type of person who, in many 
instances, the kind of salary that they would demand or can 
demand, to be the kind of arbitrators and mediators and so 
on, that we would like to have. Many of them simply cannot 
afford to do it from their private practice or business, law 
firm, whatever. 


Ms. Bryden: Are there sufficient arbitrators on the 


list’ so that you" can get "one fairly quicklyor are there 
long waits to find an arbitrator who is available? 
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: Arbitrators under the process are not a 
major problem. Some of the other functions under the Act 
there are Significant problems because they require people 
in numbers, in such numbers that it makes it very difficult 
to comply with the requirements of the Act - specifically 
fact. finders. 


Mr. McAndless: And mediators. 


Mr. Aylworth: And mediators. 
Mr. McAndless: Good mediators are hard to find. 


Ms. Bryden: Are you consulting informally about the 
drawing up of rosters of mediators and of fact finders that 
could be called on, or is that internal... 


Mr. McAndless: “Margaret? 


Ms. Wilson: We get asked from time to time if we have 
any ideas for people who would be interested in training, 
but the blunt fact is that the ERC has difficulty paying the 
going rate. And so you can make up your lists, but if 
people can earn more in private practice than they can in 
working for a government agency, they will stay it private 
practice. And part of the shortage is related to the lack 
of resources and the rate that is offered. And I actually 
know some first-rate people who did initially work for the 
ERC as mediators and arbitrators who do not any longer 
because they too have mortgages. 


Ms. Bryden: So, that that is really one of your key 
recommendations, that there be adequate resources provided 
to the ERC to provide adequate fact finders and other people 
involved in the process. 


Just one other question. At what stage do you think 
the fact finder should come in, before bargaining starts or 
when it has been stalemated? At the moment it comes in 
before as I understand it. 


Mr. McAndless: Well, I think in our recommendation, 
again, where is it, on page two, I believe. Our first 
recommendation that the appointment of a fact finder at the 
request of either party well before the expiry of the 
agreement; in other words, very obviously the negotiation 
process for the new contract will have commenced. But we 
believe that either side, one side or the other, should be 
able to request a fact finder, not necessarily a mutual, not 
both parties because quite often the other party is quite to 
not carry on. But we believe that that could expedite. 


: One of the previous groups appearing 


before us thought that the fact finder's report became part 
of the bargaining and part of the proposals from each side, 


Farr & Associates Reporting, Inc. 





and they were both hoping for a favourable report before 
they actually got into the knitty-gritty of the bargaining. 
So they thought that it should be at a somewhat later stage. 


That has not been your experience particularly, that 
it would be desirable to have it later? 


Mr. McAndless: Well, quite often it is delayed now, 
in fact, both parties will ask for a.fact finder}; there are 
no fact finders available; it may be weeks before a fact 
finder is appointed. In that internal, of course, there is 
nothing transpiring. No negotiations take place. The fact 
finder comes in, that takes some period of time. The fact 
finder goes away to write the report, that takes more time. 


What we are saying in our Recommendation No. 1 is, 
that. in trying to shorten that length of time, that by 
allowing the fact finder to be called in by one party or the 
other, and to be called in prior to the expiration of the 
current collective agreement; that you can move it up if one 
party feels it vis ‘going ito “‘besusefulsto do (that, and thus 
reduce the fact that on the Ist of September there are 
probably 140 fact finders somewhere across the province who 
really should be appointed. Now, they never do that; they 
wait until the parties request them. But, in fact, the 
process that is currently in place tends to demand a lot of 
fact finders at the same time cauSing great delays and a 
fact finder much earlier might have gotten the process going 
and have a solution to it. Margaret? 


Ms. Wilson: If you leave it later in the process it 
is not a fact finder you need, it is a mediator. 


Mr. Aylsworth: Yes. 


Ms. Wilson: The parties will have already proved that 
they have not managed to find common ground. A fact finder 
is not a mediator; he is neutral who comes in, observes the 
two parties, and puts two sets of facts down and comments on 
them. His function is not really to bash their heads 
toether to bring them together. So, if you leave that 
process any later than it is now left, it is almost 
non-functional. 


Ms. Bryden: Okay. Thank you very much. 

Mr. Chairman: Mr. Davis? 

Mr. Davis: Thank you for the brief and the areas you 
have covered. 

Let us pick up on the fact finder because you are well 


aware that the present situation when a fact finder is used, 
that dependingsonitheltact finders report,1:;df it) is 
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beneficial to one party as opposed to other, one party will 
say let's have it and the other party will not. So, fact 
finding can both have a positive effect and a negative 
effect. 


If we bring it in earlier at the discretion of any 
party, be it a™ board or be it a federation, and a fact 
finder comes down in favour of one party or the other, it 
could become a guestimate to the negotiations by saying, 
[Well s1eCtasSewoic 1c OuL.” “What about John’ Crispo's 
suggestion that in the Metthews Report, he has a dissenting 
report in which he says that a more appropriate mechanism 
would be to bring a mediator in at an earlier stage and 
leave the fact finder until just before the strike. What do 
you think about that? It serves the same purpose, I 
understand. 


Mr. McAndless: I am not sure that it does. 


On page 2 we have an ‘if' clause in there. "If fact 
finding is to be retained" and I think that that is a 
Significant phrase. I am convinced that fact finding should 
DercalGuvo canLy in whe OLOcecss — Jie at ite ract finding. lf 
it is going to be mediation, then it can come later in the 
Piece.) But. it you. are going to have fact’ finding, 1 believe 
fact finding should be fairly early in the piece, get the 
facts on the table and people know where they are going 
from. 


As you say, there tends to be on occasion that if one 
group or another is convinced that their position is very 
justifiable and that the fact finder is going to come down 
on their side, there is a tendency sometimes to delay until 
the fact finder is appointted. I do not think appointing 
him later on and putting a mediator in before is going to 
resolve that particular predicament. All I think it is 
going to do is make it worse. 


Mr. Davis: If the fact finder is retained, would you 
Suggest that maybe the fact finder should be removed from 
the collective process? 


Mr. McAndless: I think that there are occasions where 
the fact finder has been helpful to the process. I think 
that there are some occasions. I think that the current 
process with the fact finder not being able to be appointed 
unless both parties agree and not being appointed very often 
until the current contract has expired. Very often the fact 
finder is appointed in October, November, then, again, you 
have allowed the process to go on too long. 


Mr. Davis: The appointment of the fact finder now, 
both parties have to agree with it; they do not have to 
agree to the resolution that comes down though, do they? 
Just because you agree there is no commitment that you have 
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to agree to the fact finder's report? 


Mr. McAndiess: Oh, no. 


Mr. McAndless: Nobody has to agree to the fact 
finder's report. 


Mr. Davis: Let me ask you some other questions. You 
mentioned on page, I guess it is page 5, when you start to 
move into the penalties against the boards. When you talk 
about "to adjust the transfers", what does that mean in 
dollars? I need your help, I am not that familiar with it. 


Mr. McAndless: Okay. I am going to turn to David. I 
think I know what it means, but David is the one who 
crunches numbers around our office and deals with the rent 
regs on almost a daily basis. 


Mr. Aylsworth: The first two recommendations are, the 
first two parts of Recommenation 5 are, in effect, a 
continuation of what is in existence now; that is, the 
provincial government recovers their portion of the savings 
that fall out of the board budget because of a strike or 
lockout. 


The change is in the third one. What it says is that 
it recommends that the provincial government recover not 
only their contribution in terms of transfers to school 
boards, but also the contribution of the taxpayer up to the 
level of the recognized ordinary expenditure. 


The effect of that is to charge back against the 
taxpayer the cost of educating those students up to the 
equalized portion of the cost, whether those students are in 
school, or not... The point being twofold: the first. one is 
that local ratepayers, including the parents, are not 
disinterested third parties to a strike but, in fact, the 
arm's-~length employer of the teacher. 


Secondly, that they should not benefit in the long run 
from a strike by being given a tax holiday down the way. 
The intent being that if the ratepayer suffers an 
appropriate loss of revenue too, then the pressure will be 
greater on the parties to resolve the issue at an earlier 
date. 


The point is now that those ratepayers without 
children in school suffer no loss and, in fact, they get a 
money back guarantee on the portion of the property taxes 
that go to education for the period of the strike or 
lockout. 
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Mr. Davis: Would that money then go to the Ministry 
of Education? 


Mr. Aylsworth: Presumably. 
Mr. Davis: And they can do what they want with it? 


Mr. Aylsworth: They can do what they want with it. 
Mr. McAndless: From the ERC. 


Mr. Davis: Presently -.just clarifying - presently 
the government now recoups, if a strike is on, its 
proportion? 


s It's a portion of the savings, which 
means whatever. If they are spending, board acts thirty 
cents on the dollar then they will take back thirty cents on 
thetdollar self they are funding.ten.cents on the doilar 
they will take back that. So it depends on the rate of 
grant and the form of the transfers to the local school 
board. But they simply take back their portion of the 
actual savings. 


This proposal is to have them also recover a portion 
of the money that would have been spent on the children's 
education had there been there and it is proposed in a way 
that the burden would bé equalized across the province; that 
iss athwouldeextract) aytanger dollar, effect invan 
assessment-rich board than it would in a assessment-poor 
board, and the effect would be equalized on the ratepayer 
right across the province, regardless of the board. 


Mr. Davis: You said on page 5 that, "consideration 
should be given to measures designed to induce the parties 
to bargain meaningfully" and one of them is the one you 
indicated; are there other ones? 


Mr. McAndless: Well, I think that the first 
resolution that came in, the first recommendation - 
shortening up the time line - I think is one that is going 
to facilitate. Providing greater resources to the ERC so 
that in fact they can forthwith provide fact finders, 
mediators, this type of aspect. I think even the 
recommendation regarding the grievance arbitration aspect 
will tend to reduce the kinds of frictions that build up 
sometimes over a period of time that create animosities 
between a school board and their employess that result in 
sanctions. 


So, I think that a number of the recommendations that 
we have put forward would be designed to ultimately reduce 
the length of time of the negotiations. 
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Mr. Davis: Some people are suggesting that if there 
is no agreement by August the 3lst, the teachers should not 
go to the classroom in September. How do you react to that? 


Mr. McAndless: Well, I heard the reaction before and 
mine.is much the-same. I do not-think that is going to 
resol veranything,; anvfact, TethinkSthate1ekisicgoing-to 
reduce the pressure on both sides. This is a government 
piece of legislation that has shut the schools down before 
they have even got started and that it probably will have 
more of a negative effect than a positive effect. 


: One of the recommendations would allow 
a branch affiliate to accelerate the processes under the Act 
to put themselves voluntarily in that position. But to 
require it, as a point of law, would create an unmanageable 
burden. We would have an eleventh hour in every set of 
school board negotiations across the province and it would 
be the same eleventh hour, and we would not have the 
flexibility as occurs under, say, the Labour Relations Act 
where contracts became due throughout the year as opposed to 
a specific date. It would just create an unmanageable kind 
of situation if you were to do that. 


Mr. Davis: In the presentation just before you by the 
Organization EAO, they suggested the final offer process 
item-by-item. I just want your feeling on that. 


Mr. McAndless: I would suggest that from the 
teachers' point of view the final offer selection process is 
not working because from a labour point of view it is the 
last crumbs that are being offered anyhow, and you have got 
everything to lose and nothing to’ gain. And I do’ not think 
their recommendation is going to all of a sudden make that 
particular proposal any more attractive to the workers. 


Mr. Davis: My colleague raised the issue about the 
jeopardy of students. You indicate that they are protected 
under subsection 60(1)(h) of the Act: 


"Is required to advise the government when the 
continuation of a strike or lock-out will 
place in jeopardy the successful completion of 
courses of study." 


How do you, as a teacher, what kind of 
Criteria would you suggest that a board or director - and I 
understand that you do not think that the director should 
make that decision totally by themselves through the ERC - 
what criteria should they be looking at to make that 
determination? 


Mr. McAndless: Well, there are a number of criteria. 


I think on this one Margaret Wilson was on the OSSTF 
Executive at the time of the Sudbury strike, which was a 
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jong one, and I know there were discussions at that point in 
time. Maybe Margaret would like to make a comment or may 
call upon Malcolm to? 


Mr. Davis: I would just like to hear because you have 
got semestered schools now as well, and I am just wondering 
if there was some criteria that is rational, reasonable to 
look at? 


Ms. Wilson: I wrote the teacher position at the end 
of the Metro strike on the jeopardy hearing, and it was not 
an easy. thing to do. My Director of Education, the Director 
for the Toronto Board, held the Board's side and we sat and 
looked at each other said the same things. Well, you are 
dammed if you do and you are dammed if you don't in that 
Situation. 


In the case of Metro it was a long strike, but we 
could not deny that students had lost a significant part of 
their school year. We could assume that for students in 
grade nine, ten, perhaps part of grade eleven, it would be 
easier than for more senior students to gradually shift 
courses of study around so that there would be some 
coherence to their program by the time they graduated. And 
for the senior students, we proposed to pair the programs 
and provide additional structured homework and assistance, 
but we had to recognize that the programs had unquestionably 
been affected. | 


Now, there was a research study done that followed the 
students into university at the end of the Metro strike. 
The bulk of the students were tracked and by the end of the 
first year in university most of the students had recovered 
and, in fact, passed; I believe only one failed. And in 
that particular case his rather cynical parents said that 
they did not think it was the strike. 


And in Sudbury, the Minister of the day brought the 
proposal to OSSTF that we look at the possibility of make-up 
time. The proposal was never fleshed out in the sense of 
identifying who, other than senior students, would need it. 
The proposal was fleshed out to such a degree though that 
the teachers would be paid time-and-a-half for the make-up 
time, and the make-up time would operate in the evenings and 
SnEOsGULY.: 


With some trepidation the Executive in the Sudbury 
takeover team recommended it to the teachers who voted on 
that as a separate item. And I think partly because of the 
emotionally consequences at the end of the strike the 
teachers, in fact, rejected the idea and it went no further. 
That was one that was introduced Dr. Stephenson. As far as 
I know it has not been discussed in any other affiliate of 
OTF and I should emphasis that. Malcolm was one of the 
people locked up with me at the Mowatt Block at the end of 
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the Sudbury strike, so he might want to say something. 
Mr. Davis: Go ahead, Mr. Buchanan. 


Mr. Buchanan: Thank you. ,Just to remind the 
Committee too that there has only been three such occasions 
when there has been jeopardy declared, and out all of the 
collective agreements since Bill 100 has been in operation, 
Te thinksvyouemust, kKeepathat in mind... [hat isi a Wery wey, 
small number: three times jeopardy has been discussed and 
declared. 


Just back on that, I think one of the concerns that we 
have is that it is like a star chamber type of situation, 
because there is no hearings, there is no input - it just 
occurs. And that to us is a worrisome factor about it; is 
like a star chamber, if I can make that point clearly and 
strongly. 


Regarding the Sudbury situation, and to reiterate this 
is not a OTF position, being party to the tail-end of the 
Sudbury troubles a number of years ago, it was amazing to 
find out from our colleagues who were on strike for 56 days, 
that they would not be prepared to work for the additional 
monies to make up the time for a credit; a credit, of 
course, is a110 hours and time is of the essence. They 
decided on a professional basis that they would make up the 
‘time themselves at their expense by working an additional 
‘half hour each day with those students. 


So, this is an area that I know that OSSTF is 
interested in. And just to reiterate what Margaret was 
saying, it is maybe something that could be explored some 
Lime: INpcuLUGerDuUC,. it. it 1s, OTR would "naturally «wantsico 
respond very carefully to any such proposal. 


Mr. Davis: Thank you. 


Mr. Chairman: Mr. Davis, could you make this the last 
point? 


Mr. Davis: Yes, it is not a question I just 
to thank you. I am having a great difficulty understanding 
how the government, it doesn't matter who they are, 
Education Minister, it doesn't matter who it is, and the 
ERC, on a Wednesday decide that a student is not in jeopardy 
and, on a Thursday evening in a quiet meeting, all of a 
sudden decide the student is, and then order the teachers 
back to work. 


RepavVescOme tO the conclusion that jtsieepolieical. 
And I understand, I certainly understand the concern the 
teachers have and boards have, that if you make some kind of 
definitive thing, they will all sit and wait. But with the 
movement in education more and more to semestered schools, 
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every time you read there is more. There must be some 
rationale that together we can come up with and says, okay, 
these are the kinds of things we should be looking for, 
these are options we can follow if there is a prolonged 
strike. And I am only talking about the prolonged strikes 
in your riding; I am not talking about the ten days or 
twelve days. And I have got a concern also for the general 
student. 


It is interesting that my colleague in the NDP asked 
the delegation before us if there had been any surveys done. 
I would have assumed that he would have been aware that 
there has only been one. The ERC informed us that in the 
educational estimates. It was done in Sudbury. And all 
they did was track those students that went on to 
university. It did not track the student who was already 
experiencing difficulty, where teachers were already giving 
extra time. What happened to those students as they went 
Ghrougi@ itr; lteis usta, CONCerns In am not’ sure: vourcan? put 
it in legislation. Thank you for the comments. 


Mr. Chairman: Mr. Allen? 


Mr. Allen: Thank you very much. My Conservative 
colleague has appropriately introduced me as asking 
questions to which I do not know the answers. Sometimes 
that is the case and sometimes it is not. Many of my 
questions that I -- 


Mr. Chairman: The change in complexion, was it going 
door-to-door? 


Mr. Allen: It was in the great province of Quebec on 
which occassion I had some marvellous conservations with 
some of your compatriots, Mr. Chairman, and learned a great 
deal, not least of all about education and politics. 


Mr. Chairman: Thank you. 


: I really only have a couple of questions 
in addition to, after all that has been asked, in addition 
to complimenting OTF on their presentation and also for the 
appendices, which give us in somewhat more detail than I 
have recently the data around strikes and the progress 
through Bill 100 applications and the options that it 
provides and what has happened numerically year by year with 
regard to all those options. I appreciate having that very 
much. 


There was one small question that I had and here my 
memory does fail me, you make a recommendation with regard 
to discharge and discipline for just cause. Would you 
remind myself and the Committee whether there is any 
reference to that in the Act at the moment or whether it is 
simply an inadequate reference and that is why you are 
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making the recommendation? 


Mr. McAndless: I do not believe there is any 
reference whatsoever. It is the sort of thing that you have 
to negotiate into a collective agreement and we feel that 
just cause, and that sort of thing, should be covered in the 
Act. We believe that it was principally an oversight at the 
time. 


Mr. Allen: I would suspect so and I hope so. 


With regard to ERC and the additional resources to 
which you referred. I think you made a very convincing 
argrument that many of the problems that hover around the 
application of Bill 100 in a given situation do derive from 
inadequate resources. What in your sense is the scale of 
additional resources that are needed by the Commission in 
order to satisfactorily preform its role? Any estimate of 
that in any broad stroke at all that you can give us? 


Mr. Aylsworth: The inadequacy of the resources, Mr. 
Allen, is with reference to the funds they have available to 
pay third parties more so than with reference to their 
Overall budget. And my sense is that at the present time 
the rates, the current rates, are insufficient to attract 
all of the quality people that they need. I am sure that 
the experience of other labour. boards and of other 
institutions hiring third parties across the country could 
be used to get an estimate of how much more money is 
required. 


Mr. Allen: So, it is a matter of rates and 
compensation, and not of overall budget allocation at this 
point? 


Mr AVISWOrth:. Ves. 
Mr. Allen: Thank you very much. 


May I. assume, correct me if I am wrong, that you, like 
the previous delegation, are not happy with the proposals 
for collective bargaining that came out of the MacDonald 
Commission? 


Mr. McAndless: I think that is a reasonable 


assumption, yes. 


Mr. Allen: Thank you, Mr. Chairman. Those are all my 
questions I have remaining. 


Mr. Chairman: Thank you very much. Any other members 
of the Committee who wish to ask a question? No? 


In that case I want to thank the OTF for coming and 
presenting itheireabprief.s) 1 .amisuresweawillebe looking ateit 
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very closely. 


Mr. McAndless: Thank you very much, Mr. Chairperson. 
We appreciate the opportunity. 


Mr. Chairman: You are welcome. 


Members of the Committee if you want to stay for a few 
moments we will go over the itinerary. Tf Vyou-all have it, 
if you want to put it in front of you; if you don't, maybe 
we can open the discussions on the travel. 


Ms. Bryden, did you have a concern with the travel? 


Ms. Bryden: Yes, Mr. Chairman. I also have an 
overall concern that Mr. Allen and I, who were added to the 
Committee for just part of it, were not informed of any 
plans for travel so that we have been sort of making evening 
appointments for the next week without knowing that we were 
likely to be out of town. I think somebody should have 
notified us more in advance that were plans for travel for 
next week. 


I do have a problem with the April lst in Sudbury. I 
have to be back here for an extremely important meeting in 
my riding and I have to be at the meeting at 7:30. So, 
whether there is any possibility of getting an early flight 
out to get me back here say by approximately Six olclock? 


Mr. Chairman: Ms. Bryden, the clerk will check that 
out. We are sorry if you did not get all the warnings, but 
Mr. McClellan was here whenever we discussed the travel and 
made the travel arrangements. 


> Well, this was really the old General 
Government Committee that made the decisions; was it not? 
Or he is also, of course, sitting on later hearings of this 
Committee during this break. But anyway, Tere hink. olleehe 
people who were going to be involved in this Committee 
during the break should have been notified of the decisions 
made. Whatever meeting was held, I certainly did not know 
there was a meeting held to discuss travel. 


Mr. Chairman: Okay. Any other concerns about the 
travel arrangements that we have? 


; iI think, Mr. Chairman, I do have a 
problem. I think we can between ourselves, Ms. Bryden and I 
can cover our difficulty. As things stand at thiswpoint.in 
time I have to be in Toronto midday on 31st, but lI have no 
problem being in Sudbury; whereas Ms. Bryden, I think, has a 
problem being in Sudbury but no difficulty being in Windsor 
that day. So, one way Or another, I think, we can cover ats 


Mr. Chairman: Okay. I appreciate your efforts. 
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Our second concern is not a great concern, but on 
Monday, April the 6th, in Ottawa we have the Association 
Francais Des Conseils Scholaires De L'Ontario who will be 
making a presentation and probably in French. 


Now, our concern is that either we bring the people 
and the equipment from Toronto to Ottawa for translation 
Or - and we are having problems with that - or we could 
maybe ask the Association to come to Toronto where we could 
hold it in Room 151. If anybody would propose -- 


: I have a solution to make, but I am 
not that it will be a solution, for them to make the 
representation in French and to give us a written brief in 
English, even though I do not have any comprehension problem 
about the French language, but for those that do have a 
problem, maybe a solution can be found in that way. 


: Mr. Lupusella, I appreciate that. I 
will ask the clerk to answer you on that. 


The Clerk: I spoke to an offical from the Association 
today who said he does not think that they will have time to 
provide a written translation. What we can do is provide a 
Written translation through our own service later Ony DUCA eC 
does not help at the time. 


Mr. Lupusella: Okay. I have a Mr. L'Fontaine as an 


interpreter on that day and -- 


Mr. Fontaine: Not quite L'Fontaine, Fontaine. 


Mr. Chairman: So, could I suggest that we have it in 
Toronto or does anybody want to give their opinion? Mr. 


Allen? 


Mr. Allen: Not having been part of this particular 
discussion to date, what is the nature of the logistical 
problem and how serious is it in taking the translation team 
and equipment with us? And secondly, are there significant 
objections from ACSO to come here? 


: I guess at this point the major logistical 
problem with doing the translation in Ottawa is that the 
room we have for the meeting is quite small and probably not 
big enough for a translation booth. And there is difficulty 
getting another room on that day because there is a 
convention going on in Ottawa. I have not checked with them 
yet to find out whether they would be willing to come here 
because I was waiting to see what the Committee wanted to 
doz 


Mr. Davis: I do not think we can do them here. Ms. 
Bryden? 
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Ms. Bryden: Well, we have I think a couple of 
problems. One is that I think we must be available to hear 
submissions in French, A; and B, the people presenting it 
may wish to have local people who are also French speaking 
attend. And to accommodate those two deSires we cannot 
necessarily bring them to Toronto. 


Is it not possible to hire some sort of French 
translation in Ottawa, perhaps in a different room, for that 
day, but with a service that would simply bill us rather 
than use our own equipment? 


Mr. Chairman: That is a very good thought, but I 
believe we went through all this and the rooms in Ottawa are 
very hard to come by. That was my first thought too and the 
Clerk's office tried to change the location and that is very 
hard tO.,d00-. 


The Clerk: Aside from trying to change the location, 
we tried to get a bigger room to begin with in Ottawa. This 
was the last place we tried; we tried just about every 
hotel. 


: Except for the booth, how many people 
will it seat, that is if you did not have translation? 


The Clerk: It will seat 16 around the committee table 
and there will be audience capacity for 20. 


Ms. Bryden: That would not accommodate a booth? 


Mr. Lane: Mr. Chairman, do we not have a submission 
in French at all? 


Mr. Chairman: No, we do not. 


Mr. Lane: Could that not be received and translated 
before they present it? 


Mr. Chairman: Well, we can ask them, but I do not 
think that their preference would be to make it public 
before they say it. 


Mr. Lane: Tell them to come to Toronto then. 


Mr. Reycraft: I was going to ask whether in trying to 
find an appropriate committee room in Ottawa the Clerk had 
talked to anyone involved with the House of Commons. I do 
not know whether that conforms to protocol or not, but it 
would seem to me that committee rooms must be there where 
translation services are available. If there is not a 
protocol problem, it would seem to me to be a viable OpDeIOn. 


Mr. LuPesella: That is the best option. 
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Mr. Chairman: We can look into that, there is no 
problem there. We can do that and then maybe discuss it 
again tomorrow if we have any further news. If that is okay 
we will try to work something like that. 


Ms. Bryden: "Wercould go to Hull. 
Mre'Chadrman:? yourwant! to golto Hull: 


Ms. Bryden: Either Hull. 
Mr. Chairman: Okay. 


Mr. Allen: Are we talking about shifting one 
delegation or are we taking about cancelling the whole 
Ot tawasrr, ¢ 


Mr. Chairman: For the French delegation either we 
bring it to Toronto or we do something special for it. 


Mr. Allen: But we still go to Ottawa? 
Mr. Chairman: Yes, we still have to go to Ottawa. 


Mr. Allen: Could I suggest that we make at least one 
more “effort to get “a satisfactory location to. do’ it) there, 
that would be much better all around if we can do it. If 
not, perhaps as a contingency the Clerk might well enquire 
as to whether they would have any objection, if we cannot 
find a space, in coming here to Toronto so we can have a 
full French session. Then we will have at least some sense 
of what the alternative is as well. 


Mr. Chairman: It seems at this point to be the 
consensus of the Committee and that is what I will try to 
attempt to have done. Ms. Bryden? 


: This may be setting a dangerous 
precedent, but whether we should also offer to pay for two 
people to come down because of the fact that we are not able 
to provide translation services, two or three people, 
whatever is considered reasonable, whatever number they had 
planned to put before us. 


Mr. Chairman: Yes, I am sure the Clerk's office would 
Lookiwintor that ae Atsorthesfact thatein eS ln tio s) televised. 
It will attract more people that way. 


Ms. Brvden 2) That-tis saspoints,9Li youvcould Get? 151), 
you know, you could say that your audience could be alerted. 


Mr. Chairman: Thank you very much. At this point we 
will adjourn until tomorrow at 10:30 a.m. 


The Committee adjourned at 4:18 p.m. 
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CONSIDERATION OF REVIEW OF THE SCHOOL BOARDS AND 
TEACHERS COLLECTIVE NEGOTIATIONS ACT 
(continued ) 


e- rma Good morning, ladies and gentlemen 
and welcome to the Staneaing Committee on General Government. 
We are reviewing Bill 100. The first deputants are from the 
Peterborough County Board of Education. We have Mr. Hugh 
MacLellan, Chairman and Peter Millard, Vice-Chairman. 


Welcome gentlemen. If you want to come forward. So 
that your comments can be registered for eternity for the 
good of the free world as we know it, just speak to the 
microphones as much as possible. Go right ahead. 


Mr. MacLellan: Thank you, Mr. Chairman, Honourable 
Members. I am Hugh MacLellan and with me is Peter Millard, 
the Chairman (sic) of the Board. And first of all we would 
like to thank you for the opportunity to appear before you 
and present our views on Bill 100. While we are quite 
certain that you will not hear anything strikingly new in 
our presentation, we do feel an obligation as a Board to 
express our opinion and frustration with the Act and hope 
that anything that we have to say will reinforce other 
presentations that you will hear or will have heard. 


We have tried to illustrate our presentation with 
examples and experiences that we have gone through, and 
certainly I think all the examples that we have used are 
Within the most recent past -- a month or two months. 


Certainly no other group of employees is better 
protected than your Ontario teachers. They have all the 
rights and the privileges of a collective agreement 
negotiated with their Boards and they also have an 
individual contract with the Board. The teachers have an 
accumulation of legislation that was designed to sees 
them before collective bargaining, which has been lef 
there, giving them what privileges that few groups ae for 
example, sick leave. They are covered by the Ontario 
Labour Standards Act and by human rights legislation. 
Through the Education Act they also have access to a board 
of reference which is an extremely powerful tool. 


Mr. Chairman, we believe that there is an awful lot of 


security here, and we also believe that Bill 100 should 
apply only to day time classroom teachers and that the 
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individual contract between each member of this group and 
the Board be discontinued. 


We maintain also that the time lines under this Act 
are much, much too long. Most of the time that is spent 
negotiating under the Act is unproductive, and the time 
spent takes away from the regular obligations of teachers, 
senior administrators and trustees. It is not uncommon for 
the negotiations to go on for the entire school year, and we 
have illustrated our case with the Elementary Teachers' 
Federations last year where we received the notice or desire 
to negotiate at the end of January. We went through the 
processes of receiving their brief in May. 


We had not had a settlement in to the fall so in 
October we had a fact finder. The fact finder's report was 
received in December and the groups met in January to try 
and reach an agreement. That was unsuccessful so we 
requested a mediator and met with a mediator and reached an 
agreement in February. 


Now, in the meantime, we had received notice to 
negotiate again with the same federation, so in effect we 
were engaged in two sets of negotiations for two different 
years with the same federation. And this is certainly not 
the exception. We had a parallel case with the secondary 
teachers at the same time. We settled just strictly before 
_ that. So with the two federations we were negotiating for 

more than the whole school year. - 


Part 1, Section 2 of the Act states that the purpose 
of the Act is "the furthering of harmonious relations 
between boards and teachers," and we find it difficult to 
imagine that anything other than adverse feelings can exist 
in schools with negotiations hanging over the teachers for 
the entire year. 


The Act has a definite starting point but no finish, 
and I think in fairness to all there no incentive for either 
party to settle. Each waits for indications from the rest 
of the province to see how they are doing and what the 
trends are in settlements. 


We believe that negotiations should commence on 
January 31st and be geared to a settlement by June 15th of 
the same year. This allows ratification by both parties 
before the summer break and keeps the start of the new year 
free from the problems of teacher and Board negotiations. 


Also contributing to the length of the negotiations is 
the rolevoft 'thestacts funders Althoughitheroriginal “intent 
of the fact finder may have made sense at the time, it 
really now has been incorporated as a part of the process 
and we believe has outlived its usefulness. Again, in 
fairness to both parties, each hopes for a report favourable 
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to their side so they can use it as a lever in negotiations. 
We believe that fact finding should be removed from the 
process. 


Principals and vice principals are part of the 
Management team and we believe as such should not be members 
of the federations. Where else would you have a plant 
manager and assistant plant manager as part of the union? 

We suggest that this is a unique and undesirable position in 
which to place management personnel and the pressures to be 

loyal to the federation and to do a good management job must 
be very great. 


This principle also extends to the middle and senior 
management personnel who are not supervisory officers. This 
Board is currently facing a situation where a federation has 
launched a grievance insisting that coordinators, a middle 
management position, should be members of the federation. 


Now, given that the qualifications and training of 
these positions are that of a teacher, the Board is again in 
a position that a member of the management team could be a 
member of the federation. And to carry this even further, 
Mr. Chairman, this Board has chosen to have a superintendent 
of personnel to handle the personnel role and to be the 
Board's chief negotiator; that is, a qualified teacher with 
Or eligible to have supervisory officers' qualifications. 


Now, we have recently hired a replacement for this 
.position who is presently in the process of writing 
qualifying examinations. Should the Board be unsuccessful 
in the grievance regarding a coordinator, it is conceivable 
that we would also have a chief negotiator whose is a member 
of the federation as being negotiated with and subject to 
all the provisions of the collective agreement including a 
strike. Now, we feel the Act should be clear on who is 
excluded and because of this, we request that exclusions 
under the definition of "teacher" in the Act be extended to 
cover a situation where a teacher is part of management. 


The Board believes that the teachers should have the 
right to strike, but it also believes that Boards should be 
in an equal position to impose sanctions. We believe that 
as soon as the teachers are in a position to strike, Boards 
should be in a position to lock out. 


In closing, Mr. Chairman, we would like to say that 
our Board is concerned that the Ontario government is 
allowing boards of education to negotiate away management 
rights. Not only do we have to negotiate the eligibility of 
an item but we have to negotiate that item itself, and 
little by little the right to manage is being eroded and 
transferred from the trustees and the senior administrative 
staff to the employees. Indirectly we believe that this is 
removing the control of local education from local 
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residences, a tradition that has existed in Ontario schools 
Since its inception. 


Thank you again for the opportunity to present our 
views to you, and Mr. Millard and I would be happy to 
attempt to answer any questions that you may have for us. 


Vice- RE : Thank you very much, Mr. 
MacLellan, for the frank discussion and brief. We have some 
guestions for you. I believe you are ready to accept them 
from what I understand? 


Me MacLellan Ves. 
The Vice-Chairman: All right. We will start with Mr. 


Lane. 


Mr. Lane: Thank you, Mr. Chairman. Mr. MacLellan, I 
get the feeling you sort of feel that the Bill has rather 
serious flaws at this time -- the present Bill? 


Mr. MacLellan: I guess we have six main points here 
that ewe ido feel itsis flawed.,,.] thinkjthe«<biggest.concern 
of ours is the time frame that is involved in that there 
seems to be an awful lot of time spent negotiating. We just 
think that this time could be shortened up. That, I think, 
is a serious flaw with the Bill. 


Mr. Lane: Could you explain more of what you mean 
when you say, "We believe that Bill 100 should apply only to 
day time classroom teachers and individual contracts between 
each member of this group should be discontinued"? Could 
you explain what you mean there? 


Mr. MacLellan: Yes. We do not believe that Bill 100 
should apply to night school teachers, to summer school 
teachers and to occasional teachers, and we also believe 
that the individual contract that the teachers sign with the 
Board is out of date. For example, they are only allowed to 
be terminated at two points; I believe it is December 3lst 
and August 31st of the year. 


We are all on the semester system now where our first 
semester ends at the end of January and the other at the end 
of June; so it has not. keptswith that..type-of,thing., It ‘has 
problems, I guess, with a probationary teacher where you 
have to have a contract in the hand of a probationary 
teacher before they go into the classroom. If you have not, 
they are deemed to be permanent contract teachers with all 
the privileges associated with them. 


Ineedgditi on zeVOu. Canwget, into .abithof.a,bindaif vou 
overestimate your student population. We do that in the 
Spring before the September year starts and hire 
accordingly. If you overestimate the population of the 
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students that you have coming in, you could conceivably be 
left with teachers that really you do not have any work for, 
yetryourare. bound bya tight contract: + If thes contract) is 
missing then they would be subject to the collective 
agreement which takes care of that type of thing. 


Mr. Lane: Thank you. Number 4, I notice you indicate 
that your feeling is that principals and vice-principals are 
part of the management team and should not be members of the 
federation. Yesterday we were hearing the opposite. You 
feel quite strongly about that I assume? 


Mr. MacLellan: I think the education community is 
probably split down the middie on that. We just see that 
they are part of the management team, and as such, should 
not be members of the federation, I guess for the reasons 
that we give there. 


Mr. Lane: Thank you very much, Mr. Chairman. 
TheS Vice-Chairman YM Pollock? 


: Mr. Chairman, and through you to the two 
gentlemen at the desk, I want to put it on record to welcome 
them here. Mr. MacLellan is a constituent of mine. Very 
seldom do I have a constituent from my large riding ever 
make it to the committee table here. And I think you have 


GOL aneexcelL lente Drier. 


And, as I say, there are a few things that I think are 
worth noting and that is the time frame. I agree with you 
hundred hundred per cent that time frame starting in January 
and going to the end of June would be lots long enough for 
any negotiation procedure. I never had the pleasure or 
displeasure of sitting on a school board so a lot of this is 
new to me so I am certainly interested in your comments. 


So I guess I have no direct question, Mr. Chairman, 
other than to welcome these two gentlemen here. 


The Vice-Chairman: Very well. Mr. Davis? 


Mr. Davis: Thank you, Mr. Chairman. Thank you for 
coming and presenting the concerns of the Peterborough 
County Board of Education. I just have a couple of quick 
questions. You state that negotiations should commence on 
January 3lst and end on June the 15th. What happens if 
there was no resolution on June the 15th? 


Mr. MacLellan: Well, I think what happens now, if 
there is no resolution at the end then the teachers can take 
a vote on the final offer and the right to strike, and we 
believe that that should take place before the school year 
ends. 
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Mr. Davis: What is your feeling on the statement that 
has been bandied about lately that if there is no contract 
on the 31st of August then the teachers should not go into 
to classroom on the opening day of September? 


MroeMivierd:.ifsiecanigo back torthat. former 
question, obviously if the two parties agree, otherwise I 
think you can continue on. If you are within a minute 
fraction of coming to a settlement, I think you can continue 
on. 


But what we are saying is you have to target to that 
end date and you have to do all your third party 
intervention in fact before that end date because you would 
not even get to June 15th. So we do not know those time 
frames; we cannot delay anything that well. But we are 
Suggesting that fact finding disappear, as Mr. MacLellan 
Says, aS part of the process. The mediator will probably 
come on a month earlier so you could make that June 15th 
date, and you would have a vote. At least you would know 
where you were at. 


Or alternatively, I suppose you could mutually agree 
to extend. I mean, it would be foolish to say you could not 
if you were within an inch of settlement. But you have to 
put some pressure to make that end date come. Indirectly I 
think I have answered your question because obviously you 
are going to let them in if you that is going to come about. 
But if you are miles apart, I think you have got to call a 
spade a spade. Either they do or we do. 


Mr. Davis: In the Matthews Report, which was the 
report done five years after the implementation of Bill 100, 
John Crispo places a descending kind of response to the main 
thrust of the fact finder, and what he suggests is that the 
fact finder should only be engaged by both parties at the 
end of the negotiations -- that would be August 3lst, just 
praoreto thea times thaty thes negotiationsabreakgofigonly! if 
both parties agreed. And then certainly if there was a 
strike, immediately once the strike took place. But up 
until that point the Boards and the teacher federations 
should use a mediator instead of a fact finder. 


What I hear you saying is a fact fider has really 
become a role that is not conducive to bringing about an 
early settlement. Would you have any concern about the fact 
finder coming in at a later point right near the end of the 
negotiations until August 3lst, say if there was some way 
you could sort it out before? 


Mr. Millard: I think I do not see any useful purpose. 
It seems to me the mediator is the fellow that really plays 
the game and tries to force you to settle; the fact finder 
just crystalizes the issues. Well, if you do not know what 
the issues are by then, you should not be in the ball park. 
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Mr. Davis: One other question. Presently, I am aware 
that your time line is short, that negotiations very seldom 
take place during July and August. + Probably the latter part 
of August they come together because August the 3lst is the 
T-day. Do you believe that the legislation should somehow 
address the fact that in July and August negotiations should 
continue on, regardless of what you have got here, assuming 
that there is not support for dune 15th and the process 
stays as it is? Do you think legislation should address the 
fact that it is an expectation that negotiations continue in 
July and August? 


Mr. Millard: I think from a trustee's point of view, 
we would say "Yes" to that. I think the problem would be on 
the other side. I think probably it would be very hard for 
them to get their team together because I think, in 
fairness, most of them knew that the summer is theirs and it 
has nothing to do with anything else. But actually that 
wouldg=-vIt yousignore oor, dunediSthe-zeandal thinkethat is 
a better time -- obviously our next request is August 3lst. 
What we are trying to do is beat the start of the year. 


Mr. Davis: Okay. Thank you, Mr. Chairman. 
The Vice-Chairman: Ms. Bryden? 


: jen: Mr. Chairman, I would like to welcome the 
Peterborough Board of Education and their representatives 
for bringing us their views. That is what we are here for, 
to try and see if the Act is working or if it needs fixing. 


Regarding your comments:‘about principals and 
vice-principals that they should continue to be excluded 
from going on strike, since the right to strike is something 
that you did endorse for other teachers, do you not think it 
is unfair to exclude such a large group from the right to 
strike as the vast number of principals and vice-principals 
across the province, they really are part of a team with the 
teachers; they are not strictly management -- the Board is 
Management -- and they could not operate the school on their 
own even if they got parents and volunteers to come in. It 
probably would not be very effective or even very safe to 
have a sort of part-time staff trying to operate it. 


So it seems unrealistic in regards to the principles 
of the right to strike and true collective bargaining under 
Bill 100 to continue to exclude principals and 
vice-principals from the right to strike. Have you had any 
thoughts about that, what that might do to the strike 
Situation if they were allowed to go out? 


Mr. Millard: I think our main thrust is that they 


should not be in the union; and once you decide that, if you 
agree with this, on the part of management, they are no 
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different than any other manager, whether it be an SO or a 
Supervisory officer or anyone else. And I suppose if it had 
an informal association, you could even unionize management 
into a different union. 


But I think our main thrust is they have to come out 
of the federation because, in fairness, they are your 
front line-mangers if @l *can- call eitvthat’s «Theyrarevyour man 
that tis°on “the floor iri -you equatenitetora factory. sthey 
are your man that is on the floor. And I find it always 
hard, at least our Board does, I think, to understand the 
arguments as well as others do, why they should be part of 
the union. 


A good example -- very good example -- and I think you 
hear it all the time -- is why can you not get rid of the 
bad apples? Let us be honest; every place has a bad 
apple -- every profession or every work place. And the 
reason, one of the reasons, I think, is first of all there 
is some sort of persuasion, if Iican call it, on them not to 
even give a report on somebody that they feel is a bad 
apple. 


But second, even if they are prepared to take the bull 
by the horns and do such a report, it is our understanding 
and belief —- and I believe ‘it is-correct*—-"that that 
report goes to the federation before the trustees and the 
directors see it. That is totally absurd in my view and our 
Board's view and that is about the most concrete example you 
can give. When the union themselves decide basically 
whether we can see a report on a bad teacher, I think that 
is the most dramatic. 


And the second, even if you have a strike, you are 
third, caught between a rock and a hard place because they 
have to stay on and they get full salary and the whole ball 
of wax if there is a very union that is walking around out 
in front of the school. To me that is an incongruous 
position for them. 


I think you have to look at schools as being a 
factory, basically, with a lot of branch plants. Like, in 
our situation we have got about 38, 39 elementary schools 
and about eight high schools, and I think they are your 
managers of each one of those branch plants. It is 
impossible. And they are your front line people; they have 
to manage. And when they are in the union -- let us put it 
nicely -- there is moral suasion on them that they should 
tow the line, I think, and it is very difficult to manage in 
that situation. 


Mr. Pollock: Just a supplementary to that. Is a job 


descriptionor-a principals is his: jobudescription. as a 
manager? His job description would be a manager or -- 
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Mr. Millard: I think it is more management. I think 
there are some people that argue that, but I think it is 
much more management. 


Mr. Pollock: Even though if sometimes he does teach? 
There is a break down of... 


Mr. Millard: That is obviously more true in the 
elementary level, especially with the vice-principals as 
opposed to the principals. But in theory these people are 
all aspiring and learning on the job and they are being 
trained to be managers. And so I think I would even exclude 
them, the vice-principals, as well. In the high schools I 
do not believe any of them teach. Maybe I am wrong on that 
Duce lrdao noe thninkwany. OL them tdo. 


Mra Pollock:™ Thank. you, -Mr.fChai rman: 
The Vice-Chairman: Ms. Bryden? 


: In response to what Mr. Millard said, I 
am uncomfortable with the idea that schools should be 
regarded as factories and that principals and 
vice-principals should not be part of a collegiology, 
really, with the teachers and their interests are the good 
of the pupils and the operation the Sd aga But the 
principals do not hire and fire. 


And as far as the business you mentioned about the 
reports on them going to the federation, it seems to me that 
if any individual is having an assessment made, that he has 
a right to see it and he can then show it to his union if he 
wants. But that is about the only managerial function that 
they may have is to make a report on an individual. 


But I still think it-is a very large group of people 
that were intended to be covered by Bill 100, and are 
covered by it, but only in a very specialized sense. And it 
seems to me it is time to take a look at that exclusion of 
that large number of people from the right to strike. I do 
not know if you want to respond or whether I shculd go on to 
my next question. 


The question also in your Item 5 about some 
supervisory officers should be considered part of middle or 
senior management, can you give me an example of what sort 
of a person would ibe considered a supervisor or officer that 
you think should be excluded from the bargaining unit? 


Mr. MacLellan: Well, I think, Mr. Chairman, we have 
two examples there where we have a coordinator of special 
education that is a management position. He organizes and 
supervises people in the field. That is one example. The 
the other is the superintendent of personnel who we would 
like to have as our chief negotiator, and we think it is 
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important that our chief negotiator be a person who 
understands the language of schools and of teachers. 


It is very important, I think, to have a person like 
that, and, as I say, if we lose this grievance on the 
coordinator then we cannot have this type of person as 4a 
chief negotiator, at least not until he is excluded or she 
is excluded from the Act by qualifying for supervisory 
officer papers. 


Ms. Bryden: Well, I can see there is some 
difficulties with the personnel person, but as far as 
coordinator of special ed, you must have a coordinator of 
perhaps physical ed or of part-time evening classes and 
things like that. Do you want to exclude all of those 
people who may have a special interest in one aspect of the 
school's activities but are still part of the teaching team 
even though they are not daytime classroom teachers? Are 
you trying to exclude an additional group that could be 
designated as supervisory over certain sections of the 
program? 


Mr. MacLellan: One of the important factors for us is 
that a person in this position really has to work the full 
year. Being members of the federation and subject to the 
collective agreement, they wouid only be ten-month people. 


 Mse Bryden: Well again, part-time work, as you know, 
‘is becoming much more common and you may have a considerable 
number of part-time people engaged in the adult education 
activities of the schools, either evenings or daytime -- 
part time -- perhaps upgrading for people who are unemployed 
and things like that. Would it be a serious problem for you 
if part-time teachers were included in the bargaining unit? 


Mr. MacLellan: Where part-time teachers were? 

Ms. Bryden: Yes. 

Mr. MacLellan: Yes, I think it would, Mr. Chairman. 

Ms. Bryden: Well, in what way? 

Mr. MacLellan: Well, for one thing I think it would 
be -- Well, part-time teachers are included in the 
. collective agreement now teaching part time in schools and 
that is satisfactory; they are daytime classroom program 
teachers. You mean the night school and this type of thing? 

Things of that sort, where they are 

brought in perhaps when the heritage language program is 
going on. 


Mr. MacLellan: We can foresee problems, first of all, 
that I think it would be more expensive to Boards to have 
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them included as members of the collective agreement. In 
addition, although it is in not too many collective 
agreements, it is tradition that teachers, for example in 
secondary schools, teach 75 per cent of their time. In 
nen-semester schools they would teach six periods out of 
eight periods and in semester schools, three periods out of 
LOU T.. 


Now, we could perceive perhaps that they would choose 
maybe to have a night time course, if it was a credit course 
for example, as part of their workload, and I think this 
could involve problems for the Board. 


Ms. Bryden: Well, you say it would be more expensive. 
I mean, that is the main reason why employers use part 
timers so that they do not have to pay benefits, so that 
they are not in the bargaining unit and therefore they do 
not pay at the same pro rata hourly rate as others. But if 
part-time work is going to be recognized it should get pro 
rata benefits, and it will not get that if they are outside 
the bargaining unit. 


Mr. MacLellan: I think teachers are very well paid 
and they work hard for their pay as well. The daytime 
teachers are involved in extra curricular activities -- they 
coach the basketball team, the do this and that -- and that 
is all in there in their pay. Whereas the night school 
Ceacherere strictly sthnere to teach “the. scourse >= not 
involved in any extra-curricular work at all. 


Ms. Bryden: But they should get things like sick 
leave and vacation pay? She has to get vacation pay under 
law, but does she get any benefits? 


Mr. MacLellan: Just those by statute -- the vacation 
pay. 


Mr. Bryden: Thank you, Mr. Chairman. 
The Vice-Chairman: Mr. Johnson? 
Mr. Johnson: Thank you, Mr. Chairman. 


Pwouldslike. tosdeal with (2:,..34and 6: ..1wO,, chat 
negotiations should commence on January 3lst and be settled 
by June 15. That would be an excellent suggestion and I am 
sure that both sides would agree to that, but how do you 
bring that about? 


I went through the Wellington teachers' strike two 
years ago and that was 11 weeks, 51 school days. And in my 
opionin -- I should not say "my opinion” -- but in the 
opinion of many of the people, certainly the parents, they 
felt that both the Board and the teachers were responsible 
for delaying the strike, that it was not one side or the 
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other; it was a combination. So how can you ever hope to 
achieve a perfect settlement by June the 15th? 


Mr. MacLellan: I think perhaps you may not obtain the 
perfect settlement by June 15th, but it would speed the 
process up a lot and you would have that time between June 
the 15th and the start of the new year to try and get a 
settlement -- to mediate; he a mediator in there and try 
and get a settlement. 


Mr. Johnson: Well, the thought is great and I 
certainly would support.it,,but -—— 


Mr Macle lan s——~ the. practicalitys.of ac. 


oe bUteds thinks there, hasal Or bend Littie 
more give and take and a little more goodwill on both 
parties to achieve that perfect... 


Under ‘three, [tem 3.,. that. fact finding should-be 
removed from the process. Are you familiar with the 
Matthews Report? 


Mro=Machellanz. JUStmepaltseot it es Sit. 


Mr. Johnson: Recommendation number 27 is six sections 
dealing with the Commission's recommendations to amend that . 
part dealing with the fact finding. It would seem that they 
place a lot of importance in the role of the fact finder. 
What problem did you encounter in '86 with the fact finder? 


Mee MacleDlans well, sit «isunot<sOsmuch ine (S6snitais 
over, Ehe.Jast, six: vears that J haves beenLinvolvediin wt. wld 
me, it may have made sense when it came in originally, to 
put the facts before the public before there was a problem 
with a strike. But now both sides really use it. When 
there is no settlement, the fact finder is called and the 
report is made, and both sides look at it and say, "How do I 
look? How would I look in the eyes of the public if this 
were made public?" 


Mr. Johnson: Why would that not be a good idea? 
Should the public not know the position of both sides? 


Mr. MacLellan: What I am saying is the Boards or the 
teachers use this as a lever when they sit down again to 
negotiate. 


Mr. Johnson: If the decision of the fact finder was 
to try to determine the facts and lay them in front of both 
sides and say, "The Board should give them this and the 
teachers should give them that"; is that not the case? 


Mr. MacLellan: They make recommendations in some 
cases; not in all. They may make recommendations on 
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proposals that are put forward but not on all. 


But I guess the period that I am thinking about is the 
15 days that you have from the time that you receive the 
fact finder's report and the time that it can be made known 
Eoatheuvpublic ween, that: time; alrevou Look or were going. te 
look bad before the public, then maybe you would be more apt 
to try and get a settlement, to compromise maybe your 
position to get a settlement before you went before the 
public. And I think that goes for both sides. 


Mr. Johnson: Since it so drastically affects the 
public -- certainly the parents -- I would think that the 
more public it is, the better, and if one party is being 
offset then let it show. 


Mr. MacLellan: Do you have any views on that, Peter? 


Mr. Millard: Well, in theory I agree with what you 
are saying, but what is going on now with the time frame, 
you give a letter. What actually happens? You give a 
jetter in January that you intend to negotiate. Then what 
happens is everybody marks time for the rest of the -- right 
to June, basically. They will have a few meetings but 
basically -- and this is changing for the worse as far as I 
am concerned. 


This is my seventh year on the Board and when I first 
started, it seemed to me we met a lot more in the spring 
than we do now. It seems everybody is delaying the process 
now waiting for the fall to see if any settlements are 
coming down. What we are trying to do is crunsh that and 
prevent getting into the next year, as Mr. MacLellan said. 
And anything you can do to do that, I think, is for the 
better. 


Certainly the fact finder crystallizes the issues and 
then goes public, but I do not see why -- when the two sides 
know the issues anyway -- they can not make it public 
without having to wait for a fact finder. 


I do not think you should negotiate in press either. 
I do not want to get into that, but I think once you get to 
the stage where you are going nowhere and you are ready to 
call in a mediator, I think that should be forced on you 
much quicker. If you do not put some pressure on the people 
to make some settlments without looking over their shoulders 
and seeing what else is going on around the province -- 
everybody marks time now in the spring and they know the 
summer is coming up. 


And that is a big problem with this as far as I can 
see, the summer being off, as was mentioned before. And 
even a few who did negotiate in the summer, there is nobody 
there to have a vote on it. Maybe the board is but the 


Farr & Associates Reporting, Inc. 





G-14 


teachers are all on holidays and they cannot even vote on it 
until they are back. 


So you enter into a new year already with the children 
coming back without a settlement. Almost inevitably in all 
cases -- I have have not got the percentages but I am sure 
that is probably in 90 per cent of cases. We are saying 
that is bad because by the time you go through the fact 
finding process which, as we believe, they incorporate it as 
part of the process. And we do too; I am not just putting 
the finger on them. Everybody is hoping they get the better 
fact finding report and then they use that as part of the 
system. 


It is not doing what it was intended to do, as Mr. 
MacLellan said, just crystallize the issues and inform the 
public. What it is doing now is each party is trying to 
hopefully be able to use it as a sword. 


And I find also the fact finders are now becoming 
half-ways mediators. So why not just cut it out, go to 
mediation and let everything come out public; that is fine. 
We do not need to know what the issues are; we know what the 
issues are. And what happens anyway, once a fact finder 
report comes out, iS we are going to -- despite what he 
said -- we are going to what we think about it and they are 
going towsay what.-they think -abouteit<. ».1¢justethinkeit 
prolongs the process and really serves no real useful. 
function. A mediator calls them in a lot quicker and get 
the sides forced to settle somehow. . 


Mr. Johnson: Well, I certainly concur with your 
thoughts; in moving it up, the process can be shortend. But 
I do feel that the fact finders play an important role. 

Each side has a decision. The fact finder could come down 
heavily on one side or the other. Surely that should give 
some thought that possibly one side is off-base. 


But anyway, if we move to Section 6 where you request 
the lock-out. And I think in the report of Matthews in the 
third recommendation that he recommends Bill 100 be amended 
to provide the Board the right to impose full or partial 
lock-outs at the same time under the same conditions that 
the teachers have the right to strike. So at least Matthews 
concurs with that thought. Thank you. 


The Vice-Chairman: Mr. Allen? 


Mry Allens eoThank syougeMr.. (Chairmang @léthankethe 
Peterborough Board for coming and helping us with the 
process involved in re-examining the Bill and seeing whether 
there are indeed useful changes that might be made. 


I do not have any additional questions other than with 
respect to number one. My colleague raised a question in 
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that regard though, and I wondered what your alternatives 
were. 


As you know there has been some judgments in the 
courts with respect to what kind of bargaining arrangements 
should prevail with regard to adult education teachers, 
night class teachers, teachers in somewhat unusual teaching 
situations -- not formal schools in the normal sense of the 
word -- and so on. But you seem to be excluding them from 
Bill 100 and I am just wondering where you want to put them 
or do you just want to leave them as casual labour? 


Mr. Millard: I do not think that is a fair comment. 
I think our point is that there are layers, if I can put it 
that way, layers of protection that no other employee group 
in the whole of Ontario and probably Canada has. They have 
the individual contract. They have Bill 100. They have the 
Education Act. They have the agreement that is entered into 
by the union on their behalf. 


And I use the word "union" advisably. It was 
interesting too that ten years ago they did not like to be 
called "union" people, but now they are quite proud of it. 
In fact, I think they have been recognized by the Ontario 
statutes in that regard. 


It is just that this layering effect, you do not know 
which way you are going. And why should they have rights 
that other parties do not have, like the Board of Reference 
in the Education Act. That is if they are trying to dismiss 
a teacher. That seems to me that it is not right that they 
have so many different layers of protection, and as you 
know, whatever choices are taken, they are all expensive and 
I just do not understand why this one group should be so 
privileged to have say four or five layers of protection. I 
do not think it is necessary. 


Mr. Allen: You are referring to teachers as a whole 
in your comments right now? 


Mr. Millard: Yes. 


Mr. Allen: But if you have, in fact, groups of 
teachers who perform different roles in the system 
nonetheless, and in some parts of the province, as you know, 
the adult education and night classes sometimes constitute 
enrollments that are at least as large as the day school -- 
normal day enrollments -- do, and you have a teaching course 
that is not simply coincidental with your day teachers. 


What I do not understand is, while you might object to 
the layers of protection that teachers in general have, you 
are either going one of two ways. You either logically have 
to initiate a drive to get rid of those layers, and if that 
is what you are doing, then I am not with you. On the other 
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hand, the other logic of the situation is that those other 
teachers ought to be involved in the same protection. So I 
am not sure which logic you are trying to press us on. 


Mr. Millard: Okay. I did not address the question 
you were earlier asking. I guess with respect to night time 
teachers and occasicnal teachers, I think they have to have 
a different negotiating process. I think what happens if 
you bring them in with the day time teachers you have that 
other factor. 


A daytime teacher, in fairness, is strictly -- it is a 
whole day, as Mr. MacLellan said, and I would like to think 
they are going to partake in the extra-curricular and the 
preparation -- what have you -- that a goes on even in the 
supervision of students. I think at night time you are 
dealing with more of a mature student where the teacher is 
coming in and if he wants to come in one minute before the 
class starts and leave one minute after, it is more of a -- 
let us equate to a community college-type atmosphere as 
opposed to a high school or elementary atmosphere. And I 
think it°is*a different kettle of’ fish. 


If they are brought into this Act I think you will 
find that they obviously bargain as a group as a majority 
and the majority are the daytimers. And I do not think it 
is the same job; it is a completely different job. I just 
think the numbers do not work when you think of the . 
different viewpoints they have, and I think they should be 
represented from different groups. I do not mind them 
having a union, if that is what you are asking me, but I do 
not think it should be the same one that is for the daytime 
teachers. 


Mr. Allen: What you are saying essentially is that 
they have different kinds of responsibilities and the range 
of their involvement is different. But I do not understand 
why that means that there is something improper about OSSFT 
Or whoever is bargaining for them as genuine teachers as 
defined under the Act. But the bargain, of course, in the 
contract would presumably have to relate to their specific 
circumstances and situation and then address itself to that. 
It would not necessarily mean a total submersion in the 
larger contract of the teacher group and so that everyone 
was viewed as though he were in fact on the same platform 
regardless of whether you were teaching day or teaching 
night. 


Mr. Millard: In theory you are right; it could work, 
but only) it stheaniant. timers... if J..can,call tnem that stor 
the sake of argument, they have a vote on their separate 
area. When we lump them all together it just does not work. 


I think that is one of the problems with the 
principals and vice-principals being in now. They are also 
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negotiating for them. They have a different interest, to a 
degree, especially on, say, responsibility allowances, and 
they may not be too happy with what is going on. But in the 
whole vote they get swallowed up, and if the teachers are 
happy, they can be well out-voted. 


And vice versa; it works both ways. If you could 
segment down the vote, maybe I would go along with that you 
are saying. I do not have objection to that group 
bargaining for them, but I do not think the group as a whole 
should vote for that segment of the contract. You have got 
to have some differentiation there. 


Mr. Allen: So what you are telling me is that you do 
not have a problem, for example, with OSSTF bargaining for 
teachers in night school situations as long as they bargain 
for them as a group? 


Mr. Millard: And only that group votes. 


Mr. Allen: As an identifiable group. That is your 
position? 


Mr. Millard: Yes. 


Mr. Allen: Okay. I was not sure whether you were 
telling me you did not think it was proper for OSSTF to be 
involved in the bargaining at all, or if so, on. what basis. 


Then I would conclude that in an institution such as 
Humewood House in Toronto, which is part of a recent 
Divisional Court decision, that again you do not have any 
problem with a teacher organization bargaining for those 
teachers aS genuine teachers as defined under the Act? 


Mr. Millard: No. Again I guess it goes down to 
segmenting the groups. I do not think you can lump 
everybody in and call them all the same thing when they are 
doing different jobs, at least in the my view they do 
different jobs. 


Mr. Allen: Okay. Thank you. 


Mx. Vice-Chairman: Thank you very much, Mr. Allen. 
And thank you, Peterborough Board, for coming -- Mr. 
MacLellan and Mr. Millard. We appreciate your taking the 
time. Thank you very much. 


Mr. Millard: Thank you, Mr. Chairman. 
The Vice-Chairman: Our second group is the 


Association of Large School Boards. We have Fiona Nelson, 
President and Judy Corbishley who is the Chairperson for 
Salary and Collective Agreement Committee. Welcome to the 
committee. Whenever you are ready you may start. 
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Ms. Nelson: Thank you, Mr. Chairman. I am Fiona 
Nelson, the President of the Association of Large School 
Boards, and we are very grateful for the opportunity to 
appear before your committee. 


The Association of Large School Boards represents 17 
of the largest public boards in the province and about 
700,000 day school pupils. As a result, we have among our 
members, boards that have had very large and complicated 


collective agreements -~- very protracted negotiating 
processes involving 43,000 teachers and about 18,000 support 
staff. Our total budgets has been over $3 billion -- last 


count about three and-a-quarter billion dollars. 


So I think that we have a fair range of experience 
that might be useful to you in looking at Bill 100. We have 
been identifying concerns with that Bill for some time and 
we had a task force working on proposals for amendments 
Since 1984. And Trustee Corbishley has chaired that group 
and so is very familiar with the proposals that we are 
bringing forward. 


We are very glad in a way that Mr. Davis‘ Bill has 
opened the door because we have been attempting to get some 
changes made to that Bill for some time. Since it has been 
in force for over ten years, I think the time has come for a 
revision. And based on the experience of our members I | 
think there are some proposals we could offer that would be 
of assistance to your committee. 


As you know, Boards negotiate locally except in the 
case of Metropolitan Toronto where they negotiate jointly. 
But we are not talking about scrapping the Bill in any way. 
We are, however, talking about bringing it in line to meet 
the needs of Boards and teachers as they currently exist. 
We have identified four major areas of concern and a few 
related ones that we think will be useful to you. 


We do want to stress that we think it is important for 
you to understand that we do believe teachers have a right 
to strike. We are not at all interested in forcing strikes 
by a certain date. That does not seem to us to be at all 
useful to the process. There does seem in some sets of 
negotiations a requirement for a certain fermentation period 
for some things to come forward, and an artificial closure 
we think might not be in the best interests of a good 
collective agreement. 


Also we are concerned about the resources of the ERC. 
If everything culminated on a certain date, I suspect they 
would have to do some rather significant things to their 
staff to find sufficient staff to cope with such an enormous 
peak in their work load, and I think that is something that 
we should be concerned about. 
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I am just giving you some very general remarks here. 
We are talking specifically about Bill 100, not about the 
j j Or anyway of the other Acts, so we 
aré going to restrict our remarks to that. And for the 
details of the workings of our committee TI would like 
introduce Trustee Corbishley. 


Ms. Corbishley: Thank you, Fiona. You will have to 
excuse me. I am recovering from that walking flu. We 
appreciate the cpportunity to present the ALSBO position, 
which may incorporate some of the other suggestions that you 
may have already heard. But we want to assure the committee 
that our ultimate aim is to ensure that the students of 
Ontario are not penalized by a collective bargaining process 
that does not encourage an acceptable settlement within a 
reasonable time frame. 


In our brief we have proposed a time model and it is 
only that; it is a model. We are not presuming to suggest 
to the committee how they should write legislation, but we 
figure if we have some time frames then the committee would 
have an idea of how we would foresee the legislation coming 
down. 


Shortened time lines for negotiations, the present 
process does take far too long. Contracts are coincident 
with the school year and it is good for the Board, good for 
the students and I think good for the teachers, for a 
settlement to be in place if not by the end of June, at 
least by the beginning of the school year. 


Therefore, once notice to bargain has been exchanged, 
it should be incumbent upon the parties to exchange briefs 
as reasonably quickly as possible. We found that in the 
Salary Committee of ALSBO we have reports of school boards 
taking as long as six months to receive briefs from the 
affiliates, and this does not lead to good collective 
bargaining or an acceptable settlement or gcod employee 
relations. 


Third party assistance is something that we believe 
should be mandatory -- specifically mediation. It is 
. currently not mandatory and it is currently only available 
should both parties request it. We feel that either party 
should be able to request mediation at any time during the 
process. If a settlement has not been reached say by the 
middle of September, then mediation should be mandatory. 
The mediator should have sufficient time to work with the 
parties before impasse is declared. 


Both parties have indicated that they are unhappy with 
the process of fact finding. Most Boards would prefer that 
it be eliminated, but we feel that if it remains in 
legislation it should click in after impasse has been 
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declared. The report could set out the areas of concern, 
the areas where agreement has been reached and where 
disagreement still lies. It might help encourage the 
resumption of negotiations if it is made public after 
impasse has been declared. The public's right to know is 
one that should be kept in mind. However, it has been our 
experience as politicians, if you will, that the public 
interest in fact finding reports has been minimal. 


We feel that there are not parallel rights under the 
current legislation. We feel that Boards are put ina 
position of having to wait for teachers' response before 
they can take action and sanctions. We feel that the 
legislation should perhaps mirror the Labour Relations model 
which provides equal rights to impose sanctions after 
impasse has been declared. They should have the right to 
change the terms and conditions of employment after impasse 
has been declared and the appropriate votes have been taken. 


In the private sector, employers can initiate a final 
offer vote on a one-time basis. This forces the other party 
to report formally to its membership on the final offer made 
by the employer. ALSBO believes that an ARC supervised 
final offer vote could be called for by either party at any 
time after impasse has been declared. 


We do believe -- while we are not commenting on other 
legislation -- we do not believe that teachers have the 
right to strike and we cannot support any legislation that 
would force teachers to strike at a certain time or because 
of a particular process. I have not, in my years, seen any 
Situation which has been improved by the imposition of a 
strike. 


ALSBO does not support province-wide bargaining as 
suggested under the MacDonald Commission report. We feel 
that negotiations should take place at the local level. 

This respects the differences between Boards and local needs 
and places the control of the contract in the hands of those 
who are immediately accountable for it. 


The identification of the bargaining unit is one 
which is of great concern to us. We oppose formation of 
bargaining units on bases of sex or language to bargain on 
their own for separate collective agreements. We feel that 
the unit should consist of all representatives of all branch 
affiliates within regular day-school panel, in that all 
elementary units would bargain together and all secondary 
units would bargain together. Coming from a Board which 
adopts that model, at the moment we found that it is most 
conducive to early settlement. 


Regarding the current concern with continuing 


education, night school, summer school teachers, we are 
concerned about the recent court decision that ruled that 
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continuing education teachers must bargain under Bill 100. 

We have tried unsuccessfully for the last four years to have 
the Education Act amended to exclude these teachers from 
Section 230 of the Education Act, which defines a teacher. 


The majority of these teachers are employed on a 
seasonal basis. They are paid an hourly wage and they do 
not have the same responsibilities as regular day school 
teachers. This also would create a lot more bargaining 
units to deal with and the costs of collective bargaining 
are increasing to some Boards beyond control. 


ALSBO member Boards are the province's major providers 
of continuing education courses. The financial implications 
could jeopardize these courses and the students would be the 
losers. In a society today which is looking more and more 
at the education of students from practically the cradle to 
the grave, we have to have concern about the control of the 
costs of providing that education. 


In conclusion, we want to thank you for listening to 
us. We want to reiterate what we feel are the main points 
of our brief -- that time lines should be shortened, that 
there should be specific dates included in the legislation. 
Please review the fact finding: eliminate it if possible or 
make it optional; put it into a better position in the time 
. lines to set a date for mandatory mediation. 


Thank you very much. 


The Vice-Chairman: Thank you. I will start with Mr. 


Johnson. 


Mr. Johnson: First of all, I would like to 
congratulate you for your presentation, and the most 
important point that I think you made is where you address 
the needs of Ontario students. That, hopefully, is what we 
should all be working for. And sometimes I think we get 
caught up in either of the other sides and we forget that 
the major concern is the students. 


In any strike vote, we have management, we have 
employees and then we have refrigerators or cars or 
something. In this situation, we have people that are 
really hurt by strikes, and we should do everything we can 
to avoid them or to make them as less harmful as possible. 
I think that both sides would agree to that. 


Anyway, I would like to just comment an off-handed 
remark. You mentioned something about a fermentation 
period. You implied that you should wind up making -- 


Ms. Nelson: You are talking to the wrong person, I am 
afraid. I am a teetotaler. 
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Mr. Johnson: Third party assistance. Your 
association believes that either party should have the 
Opportunity to request mediation at any time during the 
bargaining process? 


Ms. Corbishley:. Yes,’ we*do. 
Mr. Johnson: Would that replace the fact finder? 


: It would probably replace the fact 
finder at the earlier part of the process. If fact finding 
remains part of the process, we feel that it should take 
place after impasse has been declared. Now, it is our 
feeling that a mediator could be called in long before 
impasse and therefore we have a greater chance of collective 
agreement. 


Mr. Johnson: You feel that both teachers and the 
Boards would just a soon not have a fact finder? 


Ms. Corbishley: Yes. 


Mr. Johnson: If that is the feeling of both parties, 
then why did you strengthen the role of a third party as 
serving the same purpose or it may be a more meaningful 
purpose? 


: We feel that a mediator would be more 
meaningful than a fact finder. To quote one of the members 
of my committee, the feeling is that negotiations start off 
with a exchange of intent to negotiate before the end of 
January. Briefs may arrive March, early April, sometimes 
May, and the parties are not inclined to negotiate seriously 
because they know that fact finding is there. They will 
declare impasse; they will ask for a fact finder that will 
often write a report, fall in love with it and bring it back 
to the fact finder. In the meantime, nothing has happened; 
nothing conducive has happened. There is no impetus to sit 
down at the table and negotiate. 


Mr. Johnson: You are saying that either party could 
request this? 


Ms. Corbishley: Yes. 
Mr. Johnson: And it would be mandatory? 


Ms. Corbishley: It would be mandatory if there were 
no settlement, in our model, by the 15th of September. We 
believe it should be mandatory, yes. 


: Okay. You mentioned that there is 
TittlePpublictinterestsinethesftact. findersis_report.. That 
was not my experience during the strike in Wellington. I 
found that the people were very interested in what the fact 
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finder said. I would assume that if there is no strike 
(inaudible) strike vote certainly, it could be handled by 
another party that may be beyond the (inaudible). That is 
Adelss 


The Vice-Chairman: Ms. Bryden? 


:. Thank you, Mr. Chairman. I am very glad 
that the Association of Large School Boards came before us 
because I think your experience covers some very large 
Boards and a very large number of the pupils. 


But I notice you do endorse the right to strike for 
teachers but you do not deal with the question of whether 
principals and vice-principals should also have that right, 
which they do not have under the present Act. Did you 
consider that in preparing your brief or do you have views 
on whether that situation should be reconsidered in light of 
the number of people it does exclude from the collective 
bargaining process, the full collective bargaining process, 
and you may be denying them certain civil rights that other 
people have? 


Ms. Corbishley: It is not something which we have 
addressed because we have talked about it at our round table 
discussions, and it has been our experience that principals 
and vice-principals have not sorted out for themselves yet 
whether they are managers of schools or whether they are 
teachers who are managers of schools. Until they can define 
for themselves what their role is -- The Education Act makes 
them the managers of the schools, the organizers of the 
schools, and this is how we, as management, see them. 


If they can sort out for themselves -- There have been 
a number of court cases in which this question has been 
asked at different times, and some principals see themselves 
as teachers and some see themselves aS managers. Therefore 
we have not addressed that because it is a very ticklish 
Situation. 


: But in the case of the larger school 
Boards, are they not much less managers perhaps than in the 
case of smaller school Boards because you do have large 
trustee Boards and large personnel departments that would 
take away any power to hire and fire particularly, of 
course, but also to discipline. 


: That does not take away from the 
principal's job of organizing the school however. 


Ms. Bryden: Well, do you not think that schools 
perhaps should be organized by a team made up of teachers 
and principals who perhaps would be leaders but not just 
people who hand out orders as in a factory? 
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Ms. Nelson: Part of the problem, and I suspect part 
of the reason, that there is a separate Act covering school 
Board negotiations, is that it is not useful, in fact, to 
apply an industrial model too closely because, as was 
mentioned ealier, your product is not refrigerators or cars, 
and the interactions, I think are very different. 


A principal has a very big role as a curriculum leader 
in a school. But in the secondary schools the principals 
also do hire the teachers; they advertise directly and do 
hire in many cases and even in some elementary schools that 
is the case. They do have a role in the evaluation of staff 
although the supervisory officers have a final one. 


And so they do have avery anomalous position. As 
program leaders they are clearly part of the teaching team. 
As the definitions that come out of various Acts and Board 
policies, they clearly have a management role, and I think 
that is why everybody is in such a state of flux about where 
they "fit into the “process. 


Ms. Bryden: And you do not see a different process 
for those in larger school boards than in small? 


Ms. Nelson: Well, you see, whether a school Board is 
large or small, schools tend often to be somewhat Similar in 
size, and you have. a tremendous variety of schools. 
Certainly in a school with 3,000 secondary school Students! 
you would have a principals who is very much more a manager 
than you would in a 100-pupil elementary school. 


But it must be very difficult to write a piece of 
legislation that could cover that range of complexity, and I 
think that is where part of the problem arises. 


: I notice you do make two very important 
recommendations. You make quite a number but two that 
strike me as extremely important. One is that the resources 
of the Education Relations Commission should be beefed up 
considerably so that they are not part of the delays that 
occur when, as, and if a fact finder is appointed. You 
would like to abolish the fact finders, I gather. 


But has your experience been with the fact finders 
that there is a long delay in finding a person? And how 
many months does it usually take from the time a fact finder 
is asked for and the time that they report? 


Ms. Corbishiey: I will cite a situation that happened 
in Carlton, which happens to be my Board, wherein the fact 
finder's report was made public by the ERC while the 
mediator was meeting with both parties. It was in the 
Spring. It is incongruous for this sort of thing to happen, 
that the fact finder has come in, has met with the parties 
has read the briefs, has written his brief and, in the 
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meantime, the parties have already asked for mediation. 
They have a mediator and yet the fact finder's report 
becomes public while they are actually meeting in closed 
session. 


THEEGCT I SUHOPCriticiemiot the fact finder,.,but it is 
obviously a waste of manpower at that point to have called 
in this individual and to have taken his time to write this 
brief. In the meantime the parties are already with another 
third party. 


: Well, your recommendation that mediation 
should be mandatory and either party can ask for it at any 
time I think is probably a substitute for the fact finder 
process, and perhaps your experience has been that it would 
be a much better process than the fact finding process. 


Just one other question. Since continuing education 
is very much coming to the forefront now, is there not an 
argument for making all continuing education people also 
subject to the Act for bargaining purposes? At the moment 
they are treated rather like second class citizens in that 
they have a contract but they are not considered part of the 
bargaining unit. And while you do mention they do not have 
as much responsiblity for running the school, they should 
have equal responsibility for running a continuing education 
program if that is going to be expanded and become an 
important part of our educational system. 

! And governments are now starting to consider that 
part-time employees should be treated on a pro rata basis 
with other employees for benefits and for collective 
bargaining. But at the moment they are not recognized under 
BITTE TOD, 


: There is a difference between 
continuing education teachers and part-time employees. We 
have both. And some of our continuing education teachers 
are also part-time employees and are part of the bargaining 
unit under OSSTF. 


You cannot, at least in most of the larger school 
Boards and those are the only ones for which I can speak at 
this point. You will find that you have a lot of the people 
who are performing the same functions, that they will be 
teaching day school during the day and they will be teaching 
_ continuing education at night. We also have teachers who 
teach on point six seven, point two three, point three three 
during the daytime. Those are part-time people and they are 
eligible for benefits as well. 


So there must not be confusion between our continuing 
education night school adult day school teachers and our 
teachers who are part of the OSSTF or TFC in Carlton. They 
have no difficulty with them organizing. It is just that 
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they should not be part of the same bargaining units as our 
secondary school teachers. Not only do they not have the 
same responsibilities, but continuing education is not 
recognized by the government as performing the same function 
as day school, regular day school. 


Ms. Bryden: Although it is subject to government 
grants. 


Ms. Corbishley: It is subject to grants that are 
about half the size of day, school,igrants..8 .necedaLe va got 
of things that are going to have to take place before we can 
say, "You will be in the bargaining unit and be recognized 
as a full-time teacher just the same way as your compatriot 
who goes into the classroom at 9 o'clock and leaves at 4, 
because there are other organizations at work. Continuing 
education is not recognized by the government the same as 
regular day school. 


: I guess this is something we have to look 
at in more depth. 


Ms. Corbishley: That is right. 
Ms. Bryden: Thank you, Mr. Chairman. 


= j : Thank you very much. Are there 
any other questions from members of the committee? If not, 
thank you very much for caming; we appreciate your brief. 
IG. certainly will sbeuvery._.nelprul tous. 


Ms. Corbishley: Thank you, Mr. Chairman. 


= : Our third presentation is from the 
Muskoka Board of Education. We have Mr. Cliff Whitfield, 
Director of Education and Mr. Murray Green, Chairman of the 
Board, and if you have -- 


Clerk of the Committee: I am sorry. There are two 


more. 


The Vice-Chairman: Mr. Whitfield, if you would like 


to introduce yourself and the people who are with you. 


Mr. Green: Mr. Chairman, Chairman of the Negotiating 
Sub-committee, Marilyn Rowe. Chairman of the Board, Mr. 
Murray Green; and Coordinated Bargainer, Mr. Michael 
McCleery. 


The Vice-Chairman: Welcome. And for the benefit of 
the members, it is Brief no. 8. When you are prepared to 
start, go right ahead. 


Mr .= Green:.. Thanks y.ou,. Mr... Chairman... At, che, time of 
the 1980 Matthews Commission hearings to review the 


Farr & Associates Reporting, Inc. 


G=27 


collective negotiations process between teachers and school 
boards, the Muskoka Board of Education submitted a detailed 
brief to the Ontario Public School Trustees' Association 
related to those hearings. 


In that brief it was stated that: 


"The Muskoka Board of Education appreciates the 
inherent value in the provincial guidelines of the 
Act as a means by which local parties to a collective 
agreement can be accommodated in a fair and equitable 
Manner." 


Our basic position has not changed. We continue to 
believe in the value of the collective bargaining process. 
However, after seven more years of protracted bargaining 
sessions with both our elementary and secondary teachers, 
after a secondary teachers' strike in 1985 and after a 
recently concluded secondary bargaining session in which the 
use of sanctions was approved but not used, we believe even 
more strongly in the urgent need to revise the process. 


The Muskoka Board of Education is in a unigue position 
to comment on this issue for two reasons. We have 
experienced both successful and unsuccessful negotiations 
with our teachers. 


In recent years even the successful negotiations have 
been lengthy and demanding on teachers, trustees and 
administrators. The net result has been a general lowering 
of morale within our system and a significant deterioration 
in relationships between teachers and trustees, 
administrators, students and parents. Our community is 
angered by what they perceive is a long and protracted 
process which places the education of their children in 
jeopardy. 


We are also in a position to comment because of our 
small size and our limited resources. Despite the fact that 
we have been successful in reaching two-year agreements with 
both elementary and secondary teachers in recent years, the 
fact is that we have spent 25 of the last 36 months in 
negotiations with our secondary teachers and 17 of the last 
36 months in negotiations with our elementary teachers. 


The drain on the time and energy of trustees, 
administrators and teachers has been significant. There is 
a tendency for negotiations to become the major focus in a 
small system, and as a result the more important issues such 
as program development, teacher supervision, evaluation and 
professional development take a back seat. 


That has been the experience in Muskoka, and we 


believe our experience is typical of the problems 
encountered by many of the small and medium-sized boards of 
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education across the province. The bottom line is that the 
negotiation process, which should be a positive force 
leading to better employee relationships and improved 
quality of education has the opposite effect. 


What are the weakness in the present collective 
bargaining process which contribute te that situation? 
There are three in our opinion. 


The present system encourages a long and protracted 
negotiating process. Although notice of intent to bargain 
is required by January 3lst with a token meeting required 
within 30 days, it is often several weeks or even months 
before an initial brief is presented. There is a tendency 
for negotiations to move very slowly in the initial stages 
as both parties wait for provincial trends to develop and be 
identified. The lack of any deadlines almost ensures that 
any serious negotiations will not take place until after the 
contract in effect has expired and classes have resumed 
again in September. 


A second weakness is the mandatory intrusion of a 
third party," specirically a*ract* finder, at a°particular 
point in the process. That leads to a variety of delaying 
tactics and an unwillingness to make compromises on original 
positions. We agree with the views of Myron Leiberman in 
this regard: 


"As long as the alternative to settlement is an 
impasse procedure, teacher persistence and 
unreasonable demands is only to be expected. In 
fact, the very existence of impasse procedures often 
strengthens teacher determination to concede as 
little as possible less they weaken their position in 
the impasse procedure." 


Probably the most damaging aspect of the impact 
procedures has occurred in the area of fact finding. The 
imposition of a fact finder can be a badly timed intrusion 
into the discussions. In the words of Bruce Stewart: 


"This mandatory intrusion has caused a flood of fact 
finding in the fall of each year. The number of 
persons competent and willing to do fact finding is, 
of course, limited. The Commission, (E.R.C.), 
therefore has been required by the pressure of events 
to appoint persons as fact finders who may not have 
experience in labour relations nor the background in 
educational matters which one would wish." 


The third area of weakness in existing legislation is 
that the balance of power rests with the teacher negotiating 
team. As a general rule in labour legislation, both 
parties are free to initiate action at the same time. 
Employees may decide to strike, and employers can at the 
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same time change the terms and conditions of the contract or 
lock out the employees. This, however, is not true under 
the terms of the existing legislation governing teacher - 
school board negotiations. 


We believe it is an area of concern that must be 
addressed. To provide only one party to a dispute with a 
right to act while the other can only react at some later 
date is simply not sound practice. 


I will now ask Marilyn Rowe to continue. 


Ms. Rowe: Thank you, Murray. What specific 
recommendations do we propose as solutions to these 
problems? 


Recommendation No. 1 for your consideration: The 
third party intrusion in the negotiation process be 
Significantly reduced by (a) the elimination of the fact 
finding process, (b) the appointment of mediators only at 
the joint request of the parties or at the discretion of the 
Education Relations Commission but not later than 48 hours 
following the rejection of the last offer of both parties. 


We believe the adoption of recommendation no. 1 will 
force both parties to actively seek compromises and bargain 
in good faith without relying on the intervention of a third 
party. 


Recommendation no. 2: That the length of the 
bargaining session be reduced by the establishment of the 
following time lines: 


(a) notice of intent to bargain must be delivered by 
January 15th; 

(b) a brief presenting the total request of the branch 
affiliate must be submitted by February 15th; 


And between (b) and (c) negotiations hopefully will be 
taking place. 


(c) the Board's last offer must be delivered by September 
the 10th; 

(d) a vote to accept or reject the last offer must be held 
by September 15th; 

(e) the teachers' last offer must be delivered by 
September the 20th; 

(ft) the Board must accept or reject the teachers' last 
offer by December 25th; and 

(g) as of October lst, the teachers may begin a full 
withdrawal of services, the Board may lock out the 
teachers or the Board may alter the terms and 
conditions of the contract. 


The imposition of the above time lines will have the 
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impact of sharply reducing the length of the bargaining 
process and will also ensure that any work stoppages will 
occur at a time which will allow students the best possible 
chance to recover from the impacts of the strike. 


Recommendation No. 3: That a mechanism for resolving 
impasse be introduced on the 30th day of a strike or lock- 
out. Following three days of intense mediation, and with no 
resolution to the dispute, the teachers would return to work 
and each side would submit a final offer to a third party 
final offer selection board with one member appointed by 
each party and a chairman mutually agreed upon or appointed 
by the Education Relations Commission. 


In addition, the mediator will submit a proposal for 
settlement and the final offer selection will be made from 
one of the three total packages. This mechanism could also 
be used as an alternative to a strike or lock-out upon the 
request of both parties. 


The effect of this would be two-fold. It would 
encourage the parties to make realistic final offers and it 
would provide a strike or lock-out ending solution. 


We would like to present for your consideration a 
model for collective bargaining between teachers and school 
boards, and we propose that on January 15th, notice of 
intent to bargain be delivered by either party. 


February 15th, the branch affiliate presents its 
Mitialiepruver. 


April 30th, a mediator may be appointed at the joint 
request of two parties or on the decision of the Education 
Relations Commission that an impasse has been reached. 


September 10th, the Board delivers its last offer for 
settlement. September 15th, the teachers accept or reject 
that last offer. On September 20th, the teachers deliver 
their offer for settlement. And on September 25th, the 
Board accepts or rejects that last offer. October lst, 
strike or lock-out may begin. Boards may amend terms and 
conditions of contract. Impasse-resolving mechanisms may be 
implemented upon the request of both parties. Thirty days 
after a strike or a lock-out, three days of intense 
mediation begins. Three days later, the teachers return to 
work, both parties and the mediator submit a proposal for 
settlement to a final offer selection board. 


In conclusion we believe the above revisions would 
shorten the negotiation period, reduce the negative impact 
of third party intervention and encourage the parties to 
reach a collective agreement and provide a sanction ending 
mechanism. Thank you? 


Farr & Associates Reporting, Inc. 


e-3 


The Vice-Chairman: Are there any other comments from 
the panel? No. Thank you very much. The committee 
certainly appreciated it. We have one person who wants to 
ask a question. Mr. Lupusella? 


Mr. Lupusella: Thank you, Mr. Chairman. I think that 
I raised the principle of my question yesterday and I would 
like to get the position of the panel in relation to the 
following question. 


Let us go back a little bit to the role of the 
Education Relations Commission, which has the duty of the 
administration of Bill 100. And one of the duties is to 
advise the Lieutenant Governor in Council that in the 
opinion of the Commission, continuation of the strike, 
lock-out or closing of the schools will jeopardize the 
students' chances of successfully completing their courses 
of study. 


And I would like to give a definition of what jeopardy 
is in relation to the school year of the student. Jeopardy 
is the point in a strike where if the strike continues, a 
student will not have enough time left in a school year or 
semester to complete the work requried to be granted a 
credit for each subject for which the student is enrolled. 


Now, under Bill 100 we know for a fact that the 
principle of the rightcto ‘strike is: there, but I do not see 
under the same Bill the protection of the student to 
continue the school year in case the strike is prolonged. 


Now, in case this principle will be embodied in 
Bill 100, how can you reconcile the principle of protection 
of the students' right to education and to the principle of 
the right to strike? 


Ms. Rowe: If I could comment on that. To decide when 
any particular student or group of students’ education is 
put in jeopardy as a result of a strike is nearly impossible 
between semestered schools and non-semestered schools and 
with the individual student themselves. That is why in our 
model, we are proposing that on the 30th day of a strike it 
is over and we have suggested a mechanism for a resolution 
to that because you are correct; there is no time that you 
can say this is the magic moment that all these students' 
education is in jeopardy. So we attempt to address it by 
the 30-day limit to the strike. 


Mr. Lupusella: I follow the intention in your 


presentation and I agree with some of the principles that 
you enunciated in the course of your presentation which will 
facilitate the process of reaching an agreement as soon as 
possible. But sometimes this agreement is not reached 
because the other party, the teachers maybe, know how to 
play the game very well and there is, of course, this delay 
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of not bargaining in good faith. But in the course of this 
particular action, what we are forgetting is the rights of 
the students to education. Do you not think that this 
principle should be incorporated in Bill 100? 


Ms. Rowe: I think you have pointed out very, very 
Clearly why this Bill has to be amended for all the reasons 
you have given. 


Mr. Lupusella: Thank you very much. 


Mr. Green: There is one other point to that I would 
like to make. It is not a just the time period that the 
strike occurs that disrupts the students' education. 
Because the bargaining goes on so long, because everything 
is up in the air, the students, the discussion and the 
disruption to their education begins long before a strike 
ever starts. And I do not think they really recover that 
and especially at the end of a lengthy strike when there is 
no time added on for their education. They have to just 
take .thephighilights, wiivyouswantato, calinitethat,scana 1.-do 
not think they ever recover. That is why something has to 
be done. 


Mr. Lupusella: Thank you very much. 
The Vice-Chairman: Mr. Johnson? 


Mr. Johnson: In recommendation no. 1, third party 
intrusion in the negotiating process, I thought it would 
have been of assistance rather than an intrusion. 


soy The; words, *intrusiongawassusedaspecifically. 
Wegfeel>thatifact finding» at: thateparticuliarstimesissan 
intrusion on the process. It completely stops any 
productive negotiations as both sides prepare their brief 
for the fact finder, as the fact finders goes away and 
writes his report. 


Mr. Johnson: What about a mediator instead of a fact 
Finder! atacchat.ipoint? 


Ms. Rowe: As we have suggested there is a time line 
for a mediator, and that would be on April 30th that a 
mediator may be appointed, and that would be prior to fact 
finding time now, which is usually September l. 


Mr. Johnson: The previous Large School Boards of 
Ontario's presentation suggests that a third party assistant 
mediator be brought in at any time during the bargaining 
process requested by either party. Would you be opposed to 
nate 


Ms. Rowe: The date April 30th was set specifically so 
that there would be sufficient time for the two parties to 
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Sit down and negotiate face to face. In our history in 
Muskoka we have found that our most productive negotiations 
take place when the teachers are sitting across the table 
from the trustees negotiating without third party 
intervention. 


Mr. Johnson: But you say that a mediator may be 
appointed at the joint request of two parties; what if one 
party does not agree? 


Ms. Rowe: I do not believe it would be as it is now, 
up to the Education Relations Commission to make that 
decision on whether they could rule that there is an impasse 
in negotiations. 


Mr. Johnson: On April the 30th? 
Ms. Rowe: Yes. 


Mr. Johnson: So you are suggesting that it be 
Mandatory on April 30th that a mediator be appointed? 


Ms. Rowe: No; "may be" appointed. The sides may 
request mutually that a mediator be appointed on April 30th. 
If the Education Relations Commission, as they follow the 
negotiation process with school boards, feel that both sides 
have reached an impasse and nothing productive is going to 
happen, then they can send a mediator. 


Mr. Johnson: You feel they can determine that by that 
earlier date? 


Ms. Rowe: Yes. You know when you are at an impasse. 
Mr. Johnson: Thank you. 


Mr. Green: It is interesting to note that in Muskoka 
we went to zero hour in this last round of negotiations, and 
after, not the failure, but the mediator could not bring the 
parties together. The resolution was reached when both 
parties, strictly the local people with no outside people at 
all, got together and resolved the issue on a face-to-face 
basis. 


The Vice-Chairman: Mr. Davies? 


Mr. Davies: Thank you, Mr. Chairman. First of all, 
Mr. Chairman, I cannot let the opportunity pass without 
commenting on my colleague, Mr. Lupusella, who is now a 
Liberal, that at least in the Liberal ranks they have 
someone who is concerned about the students. I would remind 
him that it was his new party that carried on in a latter 
strike and the youngsters suffered for 52 days and the 
vote -- 51 days-- and a vote came to bat and it was my 
colleagues behind me who voted against it. So, Mr. 
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Lupusella you... 
Mr. Lane: Was that a question? 


Mr. Davis: Well, Mr. Chairman, I could not miss the 
opportunity. 


The present process that you indicate here really 
negates the whole process of collective bargainig because 
what, in effect, you are saying, if I understand this 
correctly, is that as of October the lst, the teachers can 
begin to strike, and on the 30th of October they can be 
ordered back to work and it is a final arbitration offer 
selection. 


So really what you are saying is that a school board 
across the province would only see a strike of up to 30 days 
and then it would be scrapped. 


Ms. Rowe: Yes. 


: I have some problems with that. I do 
believe that the collective bargaining process allows the 
determination of a strike to be established when 
negotiations break down -- not on a time frame basis, 
October the lst. 


I want to come back to the process. You have 
indicated that on January the 15th, notice of intent is to 
be given, and we all understand the time frames are one 
thing we should be addressing. But on February the 15th, 
the branch affiliates present their -- I would assume it is 
a written brief with items that they want to discuss. And 
do I also assume that the Baord will also present their 
written brief and the items they want to discuss at the same 
time? 


Mr. Whitfield: Ordinarily -- if I may, Mr. 
Chairman -- ordinarily that opportunity exists. I think 
rarely is it ever exercised. The expectation is that the 
Board would be pleased to continue with the agreement that 
is there and they are interested in looking at receiving and 
the views of the teachers with respect to other changes or 
improvements. 


Mr. Davis: Then would you be different from the 
Matthews Report in one of its recommendations which suggests 
that both parties -- and it is 15 days. after the intent to 
negotiate is indicated -- that both parties provide to each 
other a written statement of the areas that they wish to 
negotiate? 


Mr. Whitfield: That provision is there and we do not 
Suggest that it be changed. 
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Mr. Davis: Thank you. 


Mr. Green: Can I comment on something Mr. Davis said. 
You talked about the process; you had a problem with it. I 
think it was said earlier here that we are not dealing with 
refrigerators. We are dealing with children and their 
education. And I do not think we should confuse 
refrigerator bargaining with education. 


And if what we are suggesting is drastic then maybe 
that is what we have to do to get something back in line. 
We are jeopardizing children's lives and years of education 
by allowing refrigerator bargaining to interfere with the 
educational process and perhaps we have got to do something 
that is different in order to get that back in line. 


Mr. Davis: One of the questions I have asked all the 
delegates and I am getting tired of asking because the 
answer I get is nobody can decide when jeopardy occurs. I 
believe that that is a falsehood. I believe you can come to 
a conclusion when jeopardy occurs. 


I do not blame the teaching federation nor do I blame 
the boards of education. I believe the Act is not 
definitive enough to direct the ERC when that kind of 
jeopardy occurs. And it occurs for different students at 
different times; I am well aware of that. But one has to 
have some compassion for the student who is already ; 
experiencing difficulty in doing their daily work and now 
they face a strike of however length it is. 


And I believe that sometimes this becomes a political 
football game, and it seems to me that what is required -- 
and Tudo notethinkrwe need it®in legislation =-eis the 
opportunity to sit down with teachers and trustees and 
educators and try to come up with some kind of specifics 
which say when these kinds of conditions are met, the 
chances are the students and the system are at risk. And at 
that point the ERC should begin to make some determination. 


I have grave difficulty in understanding how the ERC 
can decide on a Wednesday that there is not jeopardy and on 
a Thursday morning, in consultation with the Minister, all 
of a sudden decide there is jeopardy. So at 2 o'clock in 
the afternoon they can announce the end of a strike. 


And yet I do not want to remove the right of teachers 
to strike. I think that is inherited in the whole process 
of Bill 100. And Bill 100 was an important piece of 
legislation because prior to Bill 100 teachers and boards 
were reaching impasses and there were the dislocations 
anyhow. At least this is a process that puts it into some 
type of framework that we can operate. And Bill 100 is here 
because my party wanted it to be reviewed and the other 
party supported it so I think that is important that we look 
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Ms. Rowe: If I could just comment, Mr. Davis. As we 
said in the opening of our brief, we agree that Bill 100 
should exist and that the history of negotiations since Bill 
100 have been better than they were prior to it. But when 
you talk about jeopardy, not only is the education of the 
student in jeopardy, but what a strike does to a small 
community like the three we have in Muskoka is devastating. 


You have students being thrown out of their house 
because they do not know what to do with themselves. They 
are not getting along with the parents. The tension is 
building up. You have the emergency department of hospitals 
receiving kids for various things because they have a lot of 
time on their hands. You literally rip a community apart. 
And one of the sad things that happened to us was we lost a 
lot of our grade 12 and 13 students to other jurisdictions 
because they wanted an education. And a community deprived 
of that age of kids is a very sad community. 


Mr. Davis: How many left your system and went 
elsewhere? 


Ms. Rowe: Mr. Whitfield? 


Mr. Whitfield: I think at one time we had 
approximately 200 youngsters attending schools outside our 
jurisdiction during the strike. Many of them did -- and I 
do not have the statistics with me -- but many of those 
youngsters did not return at the conclusion of the strike 
and we have not seen them since, of course. 


The Vice-Chairman: Mr. Johnson? 


Mr. Johnson: I wonder, to follow up on that, would it 
be possible for you to provide us with that information? I 
experienced a strike in my riding in Wellington just a few 
short months ago. That went 11 weeks -- 51 days -- and at 
that time, there were many people requesting a follow-up 
study be conducted to determine if there was detrimental 
effects to the students. 


The Minister deemed in his wisdom not to do so, but I 
wonder if maybe that is a proposal that this committee could 
consider. And I think we should at least discuss the pros 
and cons of a study. Certainly I do not think anyone should 
shy away from what are the results of a strike. If we know 
that then we can better determine what changes we should 
make. So if you people could provide us with whatever data 
you do have on the results of your strike, it would be of 
some benefit. 


Mr. Green: One other point I think should be made. I 
think one of the main tools that comes from Bill 100 is the 
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pressure that is put on the parties when negotiations break 

down, and that pressure, I think, adds to the difficulty the 
student has. So long before the strike starts that pressure 
that is to build up and be applied to the negotiating teams 

works on the student and it affects his school works and it 

affects his learning. 


So I think jeopardy occurs before the strike starts 
and so it is a much longer period than I think what people 
realize. 


Ms. Rowe: If I could just comment; we would be glad 
to provide those figures for you and I am pleased that you 
are interested in this area. I know we tried to have a 
study done after the Grey strike and was refused on that 
also. So we will certainly send you what we have. 


The Vice-Chairman: If you want to send that to the 
committee, we would appreciate it. Mr. Allen? 


Mr. Allen: That very much, Mr. Chairman. I welcome 
the members of the Muskoka Board. I am glad to see you here 
with us. 


May I say that I think it is commonly accepted -- I am 
not just too sure, therefore, what value it is for us to 
have particularly extensive studies on particular ways in 
which jeopardy exists in a situation like the ones that we 
are talking about and describing. There is no question that 
it precedes the time of actual strike decision and action; I 
do not think there is any question about that. 


I think what we all have to bear in mind is that if 
one does accept the collective negotiation process and one 
does accept the right to strike, one does then get into 
those situations where you do occasionally reach impasse. 


I was glad to hear to remark that the circumstances 
have been better since there has been an orderly procedure 
under Bill 100 than previously so that any suggestion that 
somehow or other we are dealing with the rights of students 
as against rights of teachers in some abstract way -- I am 
looking at a world where somehow everything might be 
harmonious and a conflict would never exist and there would 
never be jeopardy and that it is just not a real world to 
deal with. 


So that my sense of what we are about is to try to 
find some fine tuning that helps process, but with the 
recognition that we may well, however finely we tune it, we 
may still find ourselves with the years where there are 2 or 
3 per cent of the settlements. That just will not happen so 
neatly and we will end up with the impasse. 


I guess what concerns me with some of the attempts to 
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bind in a little bit too tightly some of the deadlining and 
so forth is that you may just simply add to the pressure 
cooker at some points along the way and not be particularly 
helpful. 


And I wonder in that regard, for example, whether you 
would not have some concern that in designating a 30-day 
legitimate strike, whether you would not, in fact, really be 
inviting most strikes to simply be 30-day strikes and that 
we would find that 15- and 20-day strikes become 30-day 
strikes. You might avoid the occasional strike which 
perhaps happens every half dozen years where it goes on 
beyond 30 days. Is that a concern that you would have in 
setting -- It is of mine, but I just wonder if is yours, 
too. 


: I think you would find that they would be 
optingsforsthirdspartywarbitration.. 1 mean,.youvare 
probably icgut elt tyousare.ooing £Ojereacn tna pole 
anyways at the end of a 30-day strike, why have a 30-day 
strike so why not just opt on day one and go for that if 
that is what it takes. 


But I want to repeat we are not dealing with 
refrigerators. We are dealing with students and somehow you 
have to address that. I know we have to have rights of 
people. They have to have their right to bargain, they have 
to have the right to strike, but somehow we have got to deal 
with the kids. And again, I repeat, it is not refrigerators 
we are dealing with. 


Mr. Allen: Well, Mr. Chairman, could I ask you. Do 
you really think that anybody out there in any of the 
parties to negotiation thinks that they are dealing with 
refrigerators? 


Mr. Green: Do you want an honest answer? Sometimes, 
after bargaining for 14 months, you start to think that way. 


Mr. Allen: Unless the teachers on their part think 
that perhaps you are dealing with refrigerators. So I am 
not sure that language is helpful, you see. That is all I 
am concerned about and that is why I think we need to deal 
with reality and make those concessions. 


People are not thinking in terms of refrigerators. 
Across the board, 1975 through 1985 you have got anywhere 
from 173 to 210 different negotiations, and every one of the 
years registers well above 90 per cent settlement. 
Ninety-four is about the lowest one that one can see in the 
range. People are obviously taking it seriously surely, 
they are not casually or willfully going out on strike and 
they are not assuming, from either side, that we are dealing 
with refrigerators. 
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But are we not indeed in one of those human social 
Situations where you just cannot always avoid the ultimate 
consequences of a conflict situation? 


Mr. Green: I do not agree. I think there has to be a 
better way. 


Mr. Allen: Well, that is what we are here for. But I 
just think that in using language of refrigerators from 
either side does not help us at all. 


Mr. Whitfield: Can I elaborate, Mr. Chairman, on that 
point? We successfully negotiated contracts this year with 
both the elementary and secondary panel. However, as far 
back as the fall of 1986 there was an apprehension in our 
school system and certainly in our municipalities -- and 
Marilyn has already alluded to that -- that we are headed 
down the same road. 


Phevracts frander) had: been).called»in.),dnitialilyra, fact 
finder had been requested unilaterally by one side but the 
other side did not support it, but eventually we got a fact 
finder. And at that particular point people knew we had an 
impasse, and from that day, almost the first day of school 
in September of 1986, until March, 30 March of 1987, our 
system was experiencing great anxiety. 


The youngsters, the teachers, the parents, the 
trustees, the administration -- everyone.. As far back as 
the fall we were getting calls from the parents or we would 
be stopped by students, "Is there going to be a strike? 
Should I make arrangements to have my youngster educated 
somewhere else this year?" 


And of course the pace of that excelerated by the time 
we got into the new year, and we had the request for the 
Supervised vote on the strike vote, and then of course the 
date was announced. This is not a healthy situation. Even 
though we have a contract for two years this year, our 
system was really uptight; it was in turmoil for five or six 
months. 


That is not conducive, I think, to what Mr. Lupusella 
said in terms of the education of youngsters. No strike, 
but great tension and a detrimental effect, I believe, on 
the education of youngsters. We believe the suggestions we 
are putting forward -- there is no magic there; we do not 
believe we have a panacea -- but we are suggesting that 
somehow or other we must look for a better balance, a better 
compromise, so that the strengths of Bill 100 can be 
maintained and yet the weaknesses can be addressed in a 
productive fashion. 


Mr. Allen: I would suspect -- and I think that 
everything is a learning situation -- but what I think does 
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not happen around those circumstances in Boards is that no 
one really uses it as a learning situation for anybody to 
learn, for example, that those tensions are part of life. 
And you are going to encounter them not only in the school 
but you are going to encounter them after you leave school. 


In other collective bargaining situations, there is a 
lot of nervousness about any strike situation that might 
eventually, in any situation, whether you are talking about 
a refrigerator- factory? orgnots / 1) feel) that) wevdo not? use 
events like those as legitimate learning processes for 
people about the way life is. 


Could I ask you, some other presenters have suggested 
to us that one of the major problems of the fact finder, 
third party intrusion, is something that the ERC does not 
have to bring them onstream fast enough or to secure people 
of sufficient quality through the compensation they provide. 
Is that something that you think could be helpful? Would 
further resources speed up any of the processes around the 
third party dimensions of negotiations? 


Mr. Green: I think what we are saying is that it is 
just the timing, that the parties are just simply getting 
started into the process. And what happens is that the 
bargaining literally shuts down as the. It is a bit of 
posturing I guess as each parties then gets his position 
ready for the fact finder and face-to-face bargaining just 
ends and there is quite a delay in that process. 


thet Vice-Chajrman:? ThankiyoudsiMrad Pollock? 


Mr. Pollock: My comments are more or less along the 
same lines as Mr. Davis and Mr. Allen. On page 7 it 
mentions 30 days after a strike or a lock-out and then three 
days after that, the teacher is to go back to work. My 
guestion is, why 30 days? Why not 3 weeks -- something 
along that line? 


Because I believe you have already mentioned that 
maybe a week or two weeks even before they go on strike 
there is upheaval, there is friction, and the education 
system is not flowing along. So why 30 days? Any 
particular reason for 30 days? 


Mr. McCleery: Thank you. Bill 100 recognizes that 
the teachers have the right to strike and Boards have the 
right to lock out. In the development of the so-called 
"Muskoka model” that we presented for you, we felt 30 days 
was sufficiently long for economic pressure to be brought 
both on the Board and on the teachers. 


It is also, I suppose, about half way into the longest 


strike in the history of the province -- the 55-day episode 
in Sudbury and the 5l-day situation in Wellington county -- 
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and we felt after 30 days, enough was enough. 


If the parties had not been able to resolve their 
differences at that time, they would go to this innovative 
dispute resolution model where a mediator is appointed. 
There is three days of intensive mediation, and if they 
cannot resolve their differences within three days, they go 
tOSEINaAWIOLLTer- selection. 


And the essence of final offer selection is that the 
results are so Draconian that the parties are encouraged to 
make those final adjustments in free collective bargaining 
in the three days of mediation. That is why we selected 
that time frame. 


Mr. Pollock: But you would not be opposed to three 
weeks or something along that line? 


: I think if we were to have an 
artificially short period, the temptation, as Mr. Lieberman 
Suggests earlier in our brief, that if you know that any 
strike is only going to last five days or ten days, I think 
they would be much more common than they are now. 


The Vice-Chairman: Thank you very much. There are no 
more questions from the committee. I would like to thank 
the group from Muskoka for coming. Mr. Whitfield, I 
certainly appreciate your frank remarks and I would like to 
thank you once again. 


Committee, if you will just give me a minute here. We 
have a notice that is probably interesting to some of the 
members or maybe all of the members of the committee. 


Therecicra meeting ati 1215 in» room 113. It is) in 
regards to Riley-Meggs Industries who make the magnet hockey 
goal system. So if it is interesting to some members you 
are asked to attend at 1:15 and it is room 133 of the 
Legislative building. That is the Progressive Conservative 
caucus room, if that helps. 


s.eMrom ChadMann, jUStecorclarify tunis, sit 
is under the jurisdiction of this committee that we have to 
look up this item which you just demonstrated or just 
members of the Conservative party? 


The Vice-Chairman: No, no; it is all members. Not 
just members of the Conservative party -- all members. It 
is the only room they could get, I guess, and that is why 
they are there. 


Mr. Lupusella: Okay. 
The Vice-Chairman: No, it is open to all members of 


all parties and all committees, I guess. 
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We will be adjourning now until tomorrow, Wednesday 
March 25th iatpelecaem: 


The Committee adjourned at 12:32 p.m. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON GENERAL GOVERNMENT 


Wednesday, March 25, 1987 


CONSIDERATION OF REVIEW OF THE SCHOOL BOARDS 
AND TEACHERS COLLECTIVE NEGOTIATIONS ACT 
(Continued) 


The Committee met at 10:05 a.m. 


Mr. Chairman: Good morning, ladies and gentlemen, 
welcome to General Government Committee. We will be 
starting off immediately with the Prince Edward County Board 
of Education. 


Mr. Alan Westwell, Director of Labour Relations, 
please come forward and welcome to the Committee. 


Mr. Westwell: Thank you, Mr. Chairman. 


Mr. Chairman: When you are ready please go right 
ahead. 


Mr. Westwell: The Prince Edward County Board of 
Education is pleased to have this opportunity to present its 
concerns about the operation of the School Boards and 
Teachers Collective Negotiations Act. The Board is 
concerned about: 


Number one, the effect that mandatory fact finding at 
September 1, has on the collective bargaining process; two, 
the amount of time lost within the collective bargaining 
process; and three, the lack of fairness in the existing 
striking/lock-out provisions. 


It is the observation of the Board that mandatory fact 
finding at September 1 has a major negative impact on the 
‘bargaining process. Both parties to negotiations are highly 
conscious of the fact that if there is fact finding the 
report of the fact finder may be released to the public. As 
a consequence there is a strong tendency for the parties to 
negotiations to structure bargaining positions to show 
themselves in the most favourable light to the public rather 
than for the purposes of making a collective agreement. 


Effective collective bargaining calls for a 
willingness to make compromise while trying to address the 
problems raised. The best negotiated settlements frequently 
represent extensive compromise from initial proposals. It 
is extremely difficult to obtain the flexibility for such 
compromise when one or both parties are concerned about how 
their position will be viewed by a public which is 
relatively naive about the collective bargaining process. 
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During negotiations, the closer it is to September lst 
and fact finding, the more the positions of the parties 
become inflexible. The Board suggests that this 
inflexibility is either a conscious or unconscious reaction 
to the knowledge that there will be a fact finder whose 
report, setting out the issues, will be made public. 


Prince Edward County Board of Edcuation recommends 
that the following be done: 


A. Fact finding as it now exists be eliminated. 


B. Upon the request of either party a "Conciliation 
Officer" be appointed to confer with the parties and 
endeavour to effect a collective agreement. 


Ce Tf *the conciliation officer issunablesto effect a 
collective agreement, the Education Relations Commission 
shall either: inform the *parties that it considers it 
advisable to appoint a conciliation board. Or two, inform 
the parties that it does not consider it advisable to 
appoint a conciliation board. 


D. No strike or lock-out should occur until after the 
Educaiton Relations Commission decides to not appoint a 
conciliation board or until after the conciliation board 
appointed has issued its report. j 


The process recommended is based on the conciliation 
process set out in the Labour Relations Act and it is 
envisaged that a conciliation board would consist of an 
employer nominee, a union nominee, and a third party Chair. 
The Board would hope that the Education Relations Commission 
would follow the precedents of the Labour Relations Act with 
conciliation boards being the exception rather than the 
Pues 


The Act currently requires the notice to bargain be 
given during the month of January and that the parties shall 
meet within 30 days from giving of notice. It is the 
experience of the Prince Edward County Board of Education, 
and other Boards, that much time is lost during the 
bargaining process. 


Frequently notice to bargain is not given until late 
January. Often the initial meeting following receipt of 
notice to bargain occurs at the end of the allowable time. 
Commonly the initial meeting deals only with procedural 
matters -- ground rules, schedule of meetings, composition 
of bargaining teams, information. Rearly is the party 
giving notice to bargain prepared to proceed at this initial 
meeting and proposals are not received until late March, 
frequently just before or just after the March break. This 
means that January, February and much of March has past 
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before negotiations truly begin. 


Prince Edward County Board of Education recommends the 
following be done: 


A. Notice to bargain be given during the first seven 
days of January. 


B. The party giving notice to bargain shall include 
full and complete proposals for the negotiations to follow. 
All matters to be opened by that party to be included in 
sufficient detail to allow the other party to respond. 


C. The party receiving the notice to bargain shall 
respond with full and complete proposals for the 
negotiations to follow. This response shall be given within 
21 days or receipt of the notice to bargain. Active 
negotiations shall then commence within 14 days of the 
receipt of the responding party's proposals. 


The above would see active negotiations under way by 
February, two months earlier than now typically happens. 


The Act currently restricts the rights of a Board to 
lock-out, so that no lock-out may occur until a lawful 
strike is commenced. This means that the teacher unions 
have complete control over the entire sanctions process and 
the employing Board of Education is left in a situation 
where it can only react to the actions of the union. 
Principles of common fairness compel that the employer 
should be able to lock-out at any point in time where the 
union can legally strike without having to wait for a strike 
to commence. The Employer and the union should be given a 
"level playing field". The current situation leaves the 
union with an unfair advantage. 


The Board would like to thank the members of the 
Committee for being given the opportunity to put forward 
their thoughts in these matters. That is our presentation, 
Mr. Chairman. 


Mr. Chairman: Thank you very much. 


We have some questions if you are ready to proceed. 
We will ask Mr. Lane? 


Mr. Lane: Thank you, Mr. Chairman. 


A number of the groups coming before the Committee 
have indicated some difficulty with the fact finding. You 
are saying fact finding, as it now exists, should be 
eliminated. I think really you are saying it should be 
eliminated? 


Mr. Westwell: Yes, except in those rare cases as now 
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exists under the Labour Relations Act where that independent 
tribunal decides that there are compelling public reasons to 
have a further process. 


Mr. Lane: So, you think it is detrimental to the 
process as it presently is then? 


Mr. Westwell: Yes, sir. I think it is very difficult 
to carry on negotiations in public. 


Mr sbane:esthateis savbaivetind..~ Islikexyour time 
frame here. You are really serious about that, that it is a 
possibility that it will be under way by February which is, 
as you say, two months earlier? 


Mr. Westwel]l: Yes, as I see it, there is no 
structural reason why the teacher union should not be able 
do so. The Board itself, for example, typically in 
bargaining receives the teachers' proposals and two weeks 
later responds. 


So, I know that from the Board's side that time frame 
is very viable. It seems to us that from the teachers' side 
they would have to begin their process several months 
earlier to have their proposals ready within their own 
political framework. 


eee The other question I was concerned about 
is, you say the current situation leaves a union with an , 
unfair advantage. Do you want to broaden that a bit? 


Mr. Westwell: Well, as the Act now stands the teacher 
union decides when a strike will occur; the form the strike 
will take, whether it to be a partial withdrawal of 
services, a full withdrawal of services, a work-to-rule. 
Historically, work-to-rules have been included in the past, 
but not in recent times. Such manoeuvres as withholding 
grades. All of this is determined by the union's timetable. 
The employer has no steps he can take within those regards 
until the union actually goes on strike. 


Now, it is difficult to contemplated a Board actually 
using the right to lock-out first, but sometimes the 
existence of a power that is not used is greater than the 


actual - once you implement it, and actually use it - the 
force of threat, if you will, disappears. 


Mr. Lane: Okay, thank you very much. 


Thank you, Mr. Chairman. 
Mr. Chairman: Ms. Bryden? 
Ms. Bryden: Thank you, Mr. Chairman. 
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I appreciate you bringing your experience with this 
Act before us. Have you in any of your negotiations in the 
last five years got to the strike situation or close to it? 


Mr. Westwell: Yes, I have had one strike a year ago 
this spring in Lennox-Addington. 


Ms. Bryden: Yes. 


Mr. Westwell: That was, I believe, seven days 
including the March break, it was a fairly short strike. 
Going back further, I was also involved, after the strike 
began, with the Renfrew County Secondary Teachers' strike. 


Ms. Brvden: In either of those cases do you think 
that changes in the Act might have prevented it? 


; si®am notecertain that changing the Act 
would have prevented the strike. For example, my experience 
in Renfrew, the fact finder's report was written more than a 
year before the strike and the issues had changed 
Significantly from what the fact finder had reported. It is 
true you can find all of the issues in the fact finder's 
report, but the issues had narrowed, had crystallized. 


The same thing in Lennox-Addington. Lennox-Addington 
was a strange strike because it was over just cause. The 
fact finder's report dealt with many, many issues. One of 
which was just cause, but at the time of the fact-finder's 
report it was buried with whose other issues. 


: The fact that the fact finder's report 
was made public -- it was then made public a year before the 
actual basic negotiations were going on; is that right? 


Mr. Westwell: Yes, and that often happens. 


Ms. Bryden: You say that sometimes because the public 
is somewhat uneducated in the issues of collective 
bargaining between teachers and boards, that the fact 
finder's report - even though it is supposed to be bring out 
the facts - is more of a hazard than to sitting down and 
making compromises and that sort of the thing. 


Do you not feel that it is important that the public 
should know what the facts are rather than getting it from 
the two sides? 


Mr. Westwell: Well, I would suggest that if you look 
at the strikes that have occurred that, at least from the 
Board's side, an intensive effort has been made to in fact 
inform the public of the issues. 


The problem with the fact finder is that while the 
fact finder tells the public what the issues are ata 
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particular moment in time, those issues change within the 
bargaining process. In addition, and this is where I think 
the public does not understand, it is necessary in a 
bargaining process in order to arrive at that compromise, 
you often adopt a position which is in an extreme from what 
you are prepared to settle for. 


For example, looking at money. Unions frequently ask 
for far more than they expect to settle for, twenty, thirty 
per cent and they will settle for four or five percent. 
There are political reasons that they must do it. Their 
membership is often as naive as the public about the process 
that goes on. 


Ms. Bryden: Well, you do make some important points 
regarding the fact finders and I think they are things that 
we should be looking at. 


Thank you, Mr. Chairman. 
MreeChairman? 9 °Mr- "Pollock? 
Mr. Pollock: What area do you represent? 


Mr. Westwel]l: I am employed by two Boards. Renfrew 
County Board and the Prince Edward County Board of Education 
through the Trustees' Association. This particular 
presentation is that of the Prince Edward County Board and 
their thoughts, it is not the Trustees Association's. 
thoughts in this case. 


Mr. Pollock: Not the Trustees' Association from -- 
just the Prince Edward County you mean? 


Mr. Westwell: This is strictly Prince Edward County's 
view. It is not significantly at odds with the position you 
will hear later in these hearings from ESTA, but it differs 
in some details. 


Mr. Pollock: In other words, you cannot claim that 
Renfrew County is supporting this particular approach? 


Mr. Westwell: No. This is the approach supported by 
the Prince Edward County Board of Education and only them. 


Mr. Pollock: But there is a good possible that 
Renfrew County would support this particular approach, isn't 
there? 

Mr. Westwell: I would not rule it out. 

Mr. Pollock: No. 


Mr. Westwel]l: But at the same time they were not 
asked to support this particular approach. 
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Mr. Pollock: Your one comment I believe, on your last 
page there, you have more or less spelled it out quite 
significantly, that it certainly is not a "level playing 
field". The Unions hold all the trump cards? 


Mr. Westwell: That is certainly how boards have felt 
for many years. I guess, one comment, perhaps the best 
model of collective bargaining in Ontario is found in the 
Labour Relations Act that governs non-academic employees of 
school boards, for example, as well as a large number of 
people elsewhere in this province. And it is in the area of 
strike lock-out and fact finding where you find the most 
Significant differences between the School Boards and 
Teachers Collective Negotiations Act and the Labour 
Relations Act. 


Mr. Pollock: Thank you. 

Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Allen? 

Mr. Allen: Thank you very much. I appreciate your 
coming to help us with this problem and it obviously is a 


problem or we would not be here. 


Just pursuing your last comment. I wonder if you 


' would venture whether there is some reason, from your point 


of view, why there is some difference between the collective 
bargaining relationship set out under Bill 100 and those 
which prevail under the Ontario Labour Relations Act for 
other employers. Does it have to do with the nature of the 
field? The nature of educational services and the kind of 
community investment there is in them? What, from your 
point of view, has lead to that difference? Why is it 
there? 


Mr. Westwell: I am not certain why it is there. 
Possibly because back in the middle seventies, when the Act 
was Originally put into place, there was a feeling that 
teaching was different from the other areas. Although 
interesting enough, a strike by caretakers can close the 
schools just as easily as a strike by the teachers. The 
Officer of Health can close the schools for sanitary reasons 
during a caretakers' strike. So, the risk to the community 
investment is probably as great in the non-academic area. 


I am not certain that I can put myself into the place 
of the Legislature at that time. Although, the suspicion is 
there was a feeling of naivety; the teachers' unions were 
not experienced labour unions; there was some concern about 
the right of the public to know, which I think would 
probably be allayed today, you need only look at the 
significant advertisement that is carried on during a strike 
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by both the board and the teacher unions. 


Mr. Allen: I would wonder whether the fact that 
education is a rather different product or commodity - I 
hate to use those words - then prevails in other sectors of 
the economy, which are governed by labour relations issues, 
and that so much of the community itself has a direct and 
immediate involvement through their children in that system; 
that there was not a deliberate attempt to build in more 
possibilities for settlement, public involvement, public 
education, and so on into the process so that hopefully that 
would help the solution rather than hinder it. 


I would want to think, I think, at some length myself 
as to whether those circumstances still prevail and would 
want us, therefore, to have a more elaborate process. 
Notwithstanding the need perhaps to make certain that the 
elaboration of the process does not build in more 
impediments. 


Mr. Westwell: Fact finding, as I understand it, was 
taken from the American situation in areas where public 
strikes, sector strikes, are not permitted. However, in 
that situation the fact finder's report is binding on the 
parties, in effect, a form of arbitration. 


Mr. Allen: Yes. 


- .Mr. Westwel]: .Of course, in our solution it is simply 
informative. And perhaps like many noble experiments, I 
think it served a purpose and was useful in some of the 
earlier days, but has perhaps run its course and has become 
that impediment. 


Mr. SA Dien we vesr 


Mr. Westwell: One of things that happens in 
collective bargaining is that the parties have an immense 
capacity to avoid the issues until they are forced to deal 
with them; that is perhaps one reason why so many agreements 
are reached in mediation at four o'clock, five o'clock in 
the morning. 


Mr. Allen: They wear each other out. 


Mr. Westwell: Or finally admit "we are going to have 
Couworkeehicsout,) we.cannot. puteit. off any, Longer...” 


Mr. Allen: When you state fact finding as it now 
exists be eliminated, are you really referring to fact 
finding per se? There seems to be a hidden suggestion there 
that you feel that there is something about that that still 
is legitimate, but that somehow or other it needs to be 
modified rather than eliminated. I am not quite sure which 
way you are going here, I know that question was partially 
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asked earlier. 


Mr, Westwell: What we are saying is, fact finding 
where it always occurs - if the parties do not have their 
agreement by the lst of September - that should be 
eliminated; but there should remain a mechanism to have a 
fact finding-like process, which the Board of Conciliation 
provides under the Labour Relations Act, in those rare 
Situations where the Eduaction Relations Commission, or 
whatever neutral administative body exists, determines based 
on a report from an employee of the that body. 


To back up, if I may. The Conciliation Officer under 
the Labour Relations Act makes a report of the issues having 
met with the parties briefly, but there is no formal written 
brief to the Conciliation Officers; there is no public 
report from the Conciliation Officer under the Labour 
Relations Act; simply the recommendation to the Minister of 
Labour. We are suggesting a similar process for boards and 
teachers; that the fact finding process rather than being an 
automatic, ‘always there' process, should be something that 
will be there in the exceptional case. 


Mr. Allen: Yes, I note from statistics that we have 
provided that the fact finder is roughly employed in about 
half of the negotiation processes that occur? 


Mr. Westwell: Yes, in fact, the fact finder would be 
used much more if the Education Relations Commission were 
not as creative as they are about when they appoint the fact 
finder. 


Mr. Allen: I see. Would you like to elaborate on 
Chatelor Mus meeThat carrace sa tittle "bit Of -freightatne ‘way 
you said it. 


Mr. Westwel]l: Well, the Education Relations 
Commission, the Act, as I recall, and this is bad 
paraphrasing, says, in effect, that a fact finder shall be 
appointed forthwith if there is no agreement on the lst of 
September. 


There have been occasions where fact finders have not 
been appointed until October, November, December. And these 
are situations where, as I understand it, the parties are 
reporting to the Education Relations Commission that they 
feel that progress has been made; that they are still 
hopeful that an agreement can be reached. I also suspect 
the Education Relations Commission probably does not have 
enough fact finders to be able to appoint everyone that 
would be required on the lst of September, if they followed 
the Act in the strictest interpretation. 


Mr. Allen: I assume that you have considered the fact 
that the Education Relations Commission appears not to have 
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the resources to be able to put fact finders into place when 
they are immediately required or normally would be required, 
but you have waived that as a very important consideration 
in terms of weighting the fact finding element itself in the 
process? 


Mr. Westwell: If you are going to have fact finders, 
please, God, let them be experienced, knowledgeable; I would 
rather wait than have a poorly trained, very inexperienced 
factehinager < 


Mr. Allen: We have had it suggested to us that while 
the fact finding, as it presently exists, has its problems - 
both in time and in personnel and allocation - that it 
nonetheless could be a useful process if it were to take 
place earlier in the process. I am not sure whether I would 
agree with that or not, obviously it is intended to do 
something about an impasse. 


Is there an earlier stage at which fact finding could 
be useful? 


Mr. Westwell: I think fact finding would not be 
useful prior to impasse. 


Mr. Allen: Okay. Just a quick observation. I was 
going to ask you whether your concern about lock-out was 
more symbolic than substantial, and I think you answered 
_that question by saying it made a great deal of difference 
whether there were symbolic powers at hand that were 
equivolent, even though they might never be used. 


I gather that was your answer to that question 
basically? 


Mr. Westwell: Yes. 


Mr. Allen: We had it suggested to us by one board 
yesterday that there should be a mandatory limit on any 
strike situation; the process having been gone through in a 
somewhat more detailed time line than you give us, but that 
at the end of the day there would be a 30-day limit on the 
strike: 


Would your experience suggest to you that building in 
a specific time for the strike itself would be more likely 
or less likely to produce longer strikes in general and to 
fill out the time available, so to speak? 


: My suspicion is that the parties would 
fill out the time; they would serve their ritual pain, 
because that is what a 30-day limit would represent. 


There is no question that the teacher unions have 
shown their determination, once they are on strike they are 
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prepared and will stay out over the issues; boards have also 
shown much the same determination. That is why we have had 
some very long strikes in this province. On the other hand, 
educational strikes relative to industrial strikes have 
often beenavery short, I mean, Inco has had strikes. that 
have lasted more than a year. 


Mrs Allen: yes: 

Thank you very much, I appreciate your help. 
Mr. Chairman: Mr. Davis? 

Mr. Davis: Thank you. 


Mr. Chairman: There are also two more members who 
would like to ask questions. 


Mr. Davis: I will not be long, Mr. Chairman. 


Is it not true now, and I just need clarification, 
that prior to September lst, a board or a teacher may ask 
horvaiiactsfinder? 


Mr. Westwell: That is correct. 
Mr. Davis: Is that correct? 
Mr. Westwell: Yes. 


Mr. Davis: Is it not also correct that, indeed, what 
happens - and I need your assistance because I think this 
happens - that sometimes what happens in Ontario is they ask 
for a mediator prior to August 3lst. They get a mediator's 
report or they have met with a mediator, then they ask for a 
fact finder, then they ask for a mediator, and then what 
happens on September lst, is they ask for a fact finder 
again. 


Is that not part of the process that goes on? 


Mr. Westwell: Yes, it is. The mediator is an 
extremely useful and helpful person in negotiations. One of 
the problems where you have inexperienced parties at the 
table is the ability to make the small movement from a 
position where you are looking for the reciprocation and you 
gradually come to that, wherever that dividing point is. 
There is often a reluctance to do it and a mediator is a 
person who can tell you how far you can move in confidence. 


: What I was really trying to point out, is 
that the ability to call a fact finder in prior to September 
lst now exists and, in fact, is used in this Province? 


Mr. Westwell: Yes, it is subject to the -- 
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Mr. Davis: Approval by the ECO. 

Mr eewest wells ERC. 

Mr. Davis: ERC. And they give it periodically. 
Mr. Westwell: Yes. — 


Mr. Davis: If am correct, it is a negotiation ploy 
that can be used very effectively by either party, hopefully 
that the fact finder's report is much more favourable to 
their position than the other position, and then what 
happens is you revolve around it. 


When you read the Matthews Report what they suggest - 
and I would like your comments on it - they give a time 
frame, so let me just use their time frame, which is 30-days 
after negotiations begin, which begin in September, either 
party may ask for a mediator; and whether it is appointed or 
not is the responsibility of the Education Relations Board. 
On the 75th day, which is roughly two months, plus a few 
days after it began, either party may request the mediator 
and the ERC has to appoint hin. 


It seems as you read the Matthews Report, that the 
Matthews Report recommends that the mediator becomes 
involved earlier in the game than apparently appears now and 
that the fact finder only becomes involved after August 
3lst. Would you find in that a more appropriate mechanism 
to be using? 


Mr. Westwel]: Well, as the Act now stands a mediator 
can be appointed at any point on the request of the parties 
to ERC and the approval of ERC, so you do not really need a 
change in the Act to do that. I would still have problems 
with the fact finder as set up in the Matthews Commission 
Report. 


Mr. Davis: So, what you are saying is that fact 
finders should not be involved until after the termination 
of a contract? 


Mr. Westwell: Yes. In fact, even going beyond that, 
if fact finding has any value at all, it seems to me it is 
the argument that it is for the public's right to know. And 
if that purpose is to be served fact finding should not 
occur until two or three weeks before the strike. 


Mr. Davis: Okay. 


Mr. Westwell: So, that the fact finder is reporting 
on the issues that the strike is about. 


Mr. Davis: A final question, Mr. Chairman. 
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With the right to lock-out, one of the fears that has 
been expressed is that it then places into the hands of the 
board a tool, so that if the teachers were working-to-rule, 
which I understand it can be interpreted as strike action, 
boards then could lock them out; and the fear is that the 
boards would then lock them out. 


: Under Bill 100 a work-to-rule is a 
strike and it is defined within the Act itself. 


Mr. Davis: But boards cannot lock -- 


funn board Cana lockwout<at that point, but 
only after the teachers have begun the work-to-rule. 


Mr. Davis: If teachers follow a work-to-rule prior to 
August 3lst, or even after they come back in September. 


Mr. Westwell: Yes, they cannot follow a work-to-rule 
prior to August 3lst, that would be an unlawful strike. 


Mr. Davis: Yes, they do it after. And boards do not 
have the right to lock out when they do or they do? 


Mr. Westwell: They do once the work-to-rule has 
begun. 


The problem is that the work-to-rule, consider the _ 
Situation of a rural county board. You have children who. 
are being bussed - not in the case of Prince Edward, it is a 
fairly small compact county - but in some of the larger 
counties, you have children who are being bussed several 
hours each way. If the work-to-rule interfers with the 
operation of the school, the buses have to be turned around 
and the children sent back home. If the Board perceives 
that the actions that the teachers are intenting to take are 
going to be that disruptive the board truly should be able 
to lock out in advance so that those buses never leave. 


Mr. Davis: The York County strike, which was 
threatened, the teachers indicated that they were going to 
go to work-to-rule. I understand work-to-rule for the 
teaching profession is, that they will not engage in extra 
curricular activity; that they will teach the time periods 
they are supposed to teach; that they will not be there 
early in morning to provide the extra study periods. 


When a teacher engages in that kind of action, and 
that is a work-to-rule, under Bill 100 then they are ina 
strike position? 


Mr. Westwel]: That is correct. 
Mr. Davis: Under Bill 100 then a board can lock them 
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out? 


Mr. Westwell: Yes, but only they have commenced the 
work-to-rule. Day one of the work-to-rule in effect occurs 
because of the timing under Bill 100. 


Mr. Davis: In your experience, has a board ever 
locked out there teachers because they have ona 
work-to-rule? 


Mr. Westwell: Yes, Renfrew County 1978. Part of the 
work-to-rule was a withholding of grades to the grade 13 
students. The Board locked out, teachers released the 
grades about approximately a week later. The Board lifted 
the lock-out, the teachers did not return. 


Mr. Davis: Thank you. 
Mr. Chairman: Mr. Johnson? 


Mr. Johnson: Just one observations and maybe your 
comment. The Dufferin-Peel Roman Catholic Separate School 
Board presented us with a written brief with six points they 
made. The one, point three, that protects the rights of 
teachers and of boards, but it does nothing to protect the 
rights and interests of students. These interests must 
somehow be better protected, would you agree with that? 


Mr. -Westwell: It would seem to me that the interests | 
of the students are legally the interest of the board. The 
board is responsibile for the education of the students for 
ensuring that they receive that education. 


Mr. Johnson: But how are we going to better protect 
the rights of the students? You are concerned with the 
lock- out, the rights of the board; the teachers are 
concerned with their rights; but who is concerned of the 
rights of the students? 


Mr. Westwell: The board of trustees. 


Mr. Johnson: Well, how do we change the Act to better 
protect the rights of the students? 


Mr. Westwell: I do not think you can. I think the 
Education Act now charges the Board of Education with 
protecting the interests and the rights of the students. 

Mr. Johnson: Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Callahan? 

Mr. Callahan: You will have to bear with me. I am an 


interloper today and I want to sort of find out what is 
going on here. 
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I have looked at the Act. What I would like to find 
out is, are you suggesting that the referral by the teachers 
Covayitact finder -is*just.a delaying tactic? 


Mr. Westweli: I did not suggest that. 
Mr. Callahan: Are you suggesting that? 


Mr. Westwell: I think that where a party requests 
fact finding prior to the mandatory date there may be 
numerous reasons for doing so. 


Mr Callanan: well, Ienotice «that if .rather than 
Submitting the items that have not yet been - and I have 
only looked at the Act quickly, so I am not sure, there may 
be privisions in there that I am missing - but if they did 
not refer the items that have not been resolved to an 
arbitrator and instead to a fact finder, then the question 
of lock-out or strike is held in abeyance under 12(2)? 


Mr. Westwell: Well, a strike cannot legally occur 
until after the fact finder's report has been issued and has 
been released to the public with a passage of time. The 
referral of matters to an arbitrator is by mutual consent 
between the parties. 


Mr. Callahan: That in fact stops a lock-out or a 
strike until the arbitrator has -- 


Mr. Westwell: Well, once you refer the matters in 
dispute to an arbitrator or a "final offer selector" you 
have, in effect, an agreement because you have agreed to be 
bound by the award issued by either the arbitrator or the 
final offer selector. 


Mr. Callahan: I noticed in one of the briefs and, as 
I say, I have just arrived here today, but in reading 
through it, the period of time that elapsed between the 
notice of intent and the appointment of the fact finder was 
between January 31st and October; and yet, I notice the Act 
says, "The Commission shall appoint forthwith a person as a 
fects tainderav 


Does that happen frequently that that section, in 
effect, is breached by the Commission not appointing a fact 
finder forthwith? 


Mr. Westwel]: I am not commenting on whether or not 
the section has been breached. It happens fairly, at least 
in my experience, it happens reasonably often that there is 
a delay in the appointment of the fact finder. And in my 
own circumstances, there have been a number of occasions 
where the Commission has delayed and the parties have been 
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able to reach an agreement. 
Mr. Callahan: In the Peterborough case they said: 


"The notice of desire to negotiate was 
received January 3lst, '86, and the proposal 
from the teachers was received May 29th, '86. 
On October 31st, '86, a fact finder was 
appointed and met with the groups November 
24th.* 


Is this because there is not an adequate pool of fact 
finders or does this happen frequently? 


Mr. Westwell: Well, my experience has been that I 
frequently asked the ERC to delay as long as possible the 
appointment of a fact finders. 


Mr. Callahan: How could you do that? 


Mr. Westwell: You would have to ask the ERC as to 
whether or not they have an adequate pool of facts finders. 


Mr. Callahan: How can the trustee ask the Commission 
to do what Section 14 requires the Commission to do 
forthwith? 


Mr. Westwell: You would have to -- 


: You are saying that the fact finding 
processes, I gather, may or may not be used by teachers to 
dellay™thesprocess..ubut,- inefact; what you arestelling me is 
that you have, or the people you are with, have directed the 
Commission to delay the appointment of a fact finder as long 
as possible? 


Mr. Westwell: With respect, I must correct you. I 
have never said that the teachers use fact finding to delay 
the process and I would not suggest that that is the case at 
all. The very existence of fact finding does delay the 
process. 


It delays the process because the parties spend a 
great deal of time preparing for it because it does 
ultimately go public. They regard it as a step, if it is 
going to occur, as an important step in that their positions 
are shown to the public. 


As to whether the Commission is breaching the Act or 
not, my understanding, at least from my side of any 
conversation with staff of the Commission, is that they do 
not believe that they are breaching the Act. 


I guess, my Suggestion would be, and my experience is, 
that where I have said to staff of the ERC there is no 
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progress being made in the negotiations; fact finding, 
though not necessarily useful, but since it has to occur, 
get on with it - the ERC has appointed very quickly and very 
promptly. 


: Mr. Westwell, would you say that your 
practice, that you have just told us about in your 
testimony, you tell the Commission to delay the fact finding 
is a common practice by boards? 


Mr. Chairman: Mr. Callahan, if you read the whole 
pear? Orvavlittlesbitefurthertin the*brief, «IT Mthink: that 
the Peel Board explains how long it takes for the fact 
finder to get any results. So, what I believe Mr. Westwell 
is saying is that if they are close to an agreement why get 
the fact finder in in the first place, because he is going 
to take six or eight weeks. 


Mr. Callahan: Well, the reason I am asking the 
question, Mr. Chairman, is that from what I have heard from 
the presentation, and I suppose from other presentations, is 
to eliminate the fact finder. What I am finding is that the 
delay sometimes can be caused by the delay in getting the 
fact finder; the legislation does not anticipate that. The 
legislation anticipates under Section 14 that it is 
mandatory; "The Commission shall appoint forthwith a person 
as*a fact. Finder." 


Somebody is shaking his head, Richard is, and he 
probably knows a lot more about this than I do. 


Mrenilen:selejust thinky;i Mr aCchairman;vifoiamight 
interject7ou fsyousgojonstoslookvatatheirest! of fClause 14, it 
provides some conditions under which the "forthwith" shall 
happen. And the conditions are that one or both parties 
give notice of an impasse; or the Commission itself is of 
the opinion that there is an impasse; or that an agreement 
that was in operation has expired. So, that there are a 
number of conditions under which "forthwith" happens. It is 
not that suddenly there is "forthwith" and the Commission 
hasatotact. Gels that a helpfully point? 


Mr. Callahan: So, in other words, what you are saying 
is that if it looks like things are going along and you are 
not going to need a fact finder and perhaps that all items 
or most of the items will be agreed upon, you delay the fact 
finder until that happens? 


Mr. Westwell: Yes, I think, and I can only interpret 
the ERC's action, I cannot obviously put words into their 
mouth, but my suspicion is that ERC has found for practical 
reasons, pragmatic reasons, it is useful to not appoint all 
the fact finders required on the lst of September, assuming 
they have a large enough pool, simply because the fact 
finding can delay the settlement. 
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You spend a minimum of four weeks in the fact finding 
process, sometimes longer; with the work that is involved in 
preparing a brief to the fact finders there is not much time 
left for negotiations; and there are times that position 
harder as a result of having to defend and justify them. 


Mr. Callahan: Thank you. 
Mr. Chairman: Thank you very much, Mr. Callahan. 


Mr. Westwell, The Committee wants to thank you for 
coming forward and we appreciate your brief and your 
frankness with us this morning. 


Mr. Westwell: Thank you, Mr. Chairman. 
Mr. Chairman: Thank you. 


Our second presenter this from the York Region Board 
of Education, Mr. Harry Bowes, Trustee. Please, come 
forward Mr. Bowes. 


Mr. Bowes: Thank you. 


Ladies and gentlemen, I am not like the previous 
speaker, a professional in negotiations. I am a trustee 
elected for the sixth term, the first’ term arising out of 
the unfortunate withdrawal of. services in 1974. 


The brief I have is a brief not of the Trustees" 
Association, but simply one, like the Prince Edward County, 
the position of the York Region Board of Education. 


We do not have at the present time a tough relation, a 
bad relation, with the teaching profession; as a matter of 
fact, over the last number of years we have a very good 
harmonious relationship and that continues. Every week I 
have been -- last month curling with 98 teachers. I have 
been spending a couple days at the Elementary Teachers 
Public Speaking Contest. I have been complimenting twelve 
principals and twelve vice-principals on their recent 
promotions. We do have our concerns about the Bill and we 
have for quite some time, even previous to the Matthews 
Commission to which we made a presentation. 


The first four pages of the brief are our support 
actually of the Ontario School Trustees' Council and the 
Trustees' Association, so I will not deal with that. On the 
fourth page, there are the positions that we have taken and 
I will just discuss those positions which are strictly our 
own Board's present position. 


The first position that the Board has taken up is 
something you have been just discussing at length, the 
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elimination of the fact finder or the changing the rules for 
the appointment of fact finders and the tightening up of 

the process. And I think you will hear this week and 
throughout the proceeding that that is one of the concerns 
of all trustees. 


I believe the fact finder process has hindered more 
than it has helped. Bryan Downie, who is now Chairman of 
the ERC, at a negotiation seminar at OISE in 1978, stated at 
that time: 

"Results of fact finding are getting worse 
after three years." 


And is it a wonder, the Commission has been required 
by the pressures of events - as we have just been hearing - 
to appoint persons as fact factors who may not have 
experience in labour relations nor the background in 
educational matters. 


In many cases fact finding can be detrimental to the 
prospect of a settlement. It can insert an automatic 
delaying mechanism in the process. In reviewing fact 
finders' statements over the past week, and I have quite a 
few of them, but the one mainly that I picked out was one 
that was used in our own fact finder's report, Professor 
Robert Jackson. In his report he states: 


"While it is difficult, especially for an 
outsider, to see through the maze of data 
and conflicting claims and to perceive 
reality in this very complex area, certain 
things are clear." 


Now, that is the statement in writing, a public 
document, of a person appointed as a fact finder to discuss 
educational problems. And in other cases the fact finders 
that we have had experience with just do not seem to grasp 
the educational situation. 


The second point that the Board supports is that 
principals and vice-principals should not be members of the 
Federation. 


As a manager of a school the principal has many 
administrative functions. He is responsible for the 
evaluation of teachers; school organization; setting 
maintenance priorities with the department of plant; and 
Supervision of secretaries, caretakes, and other 
non-teaching staff; and many, many other duties. 


Professor Robert Jackson in his report, again, equates 
principals to chief executive officers in private and public 
sectors. And yet, Jim Forster, when he was President of 
OSSTF stated, and I quote: 
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"There is place in the Federation for 
a principal who feels he is a manager or 
administrator." 


In York Region - Bill Davis was just mentioning this 
work-to-rule in our Board - we have had examples of work 
strikes, work-to-rule strikes, where the federation members 
were required not to enter the school before 10:00 a.m. in 
the morning and to leave at 2:00 p.m. with a prescribed 
lunch hour and a mandatory federation meeting accounting for 
more than fifty per cent of the time that they were in 
schools. 


One option I think which is available, the same as fOr 
senior police officers under the Police Act, is that the 
principals and vice-principals can organize themselves into 
a bargaining unit separate from the lower ranks in the 
Force. And I think if you have studied the Police Act and 
the Hospital Act you will find that there are situations in 
there where that could be accounted. 


The third, is the right to strike. And we feel that 
Bill 100 should not be expressed as a right to strike, it is 
the right of both parties to the collective bargaining 
relationship in order to find a solution to their 
differences. 


In the presentations to the Matthews Commission in '79 
our briefs were very similar to the Ontario Federation of 
Home and School Associations and to the Ontario Chamber of 
Commerce and to the Board of Trade of Metropolitan Toronto. 
Their position is still the same as ours in this brief. 
Unfortunately, a few days ago they were not aware of these 
Committee hearings and I am not sure -- hopefully they will 
be making a written presentation. The Board of Trade just 
delivered mine to this room before I arrived, for me. 


The York Region Board of Education has taken the 
position both in this Committee and its response to the 
MacDonald Commission last fall, that strikes and lock-outs 
are not a logical solution to teacher/board differences and 
can a result in irreparable harm to children. 


In 1976 the Minister of Educaiton launched a major 
research study into the effects of the Toronto teachers 
strike. The 122 page report showed: 


A. The dropout rate increased 24 per cent of grade 13 
and 22 per cent of grades 11 and 12, and gave the strike as 
the reason for the increase in dropout. I understand this 
government at the present time is doing a study on the 
fantastic large dropout rate on students in our high 
schools. 


B. The average marks of students who were applicants 
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to university declined. There was decline in the number of 
applicants to post-secondary education as a whole. Student 
morale was low and their attitude was poor. 


"The Effects of Teachers' Strikes on the Attitude and 
Perceptions of Grade 12 and 13" studied by Michael Fulton 
and Glen Eastabrook. And the "Effect of Ontario Teachers' 
Strikes on Students" by David W. Brison and Anthony Smith of 
OISE quoted: ; 


"The drop out rate during the year was higher; 
there was loss of motivation for higher 
education; there was less adequate preparation 
for college and university study especially 

in mathematics and science; there was a 
decline in admittance to post-secondary 
education in the following year; and there was 
a sense of having been cheated by the system." 


Jerry Cooper, Chief Psychiatrist at York-Finch General 
Hospital stated: 


"An elementary school teachers' strike will 
cause serious and long-term damage to many 
children. Anyone who thinks that these kids 
are going to be able to go back to school and 
pick up where they left off is-fooling 
themselves... Many of these kids will 
remember this strike for the rest of their 
lives... I do not blame them and I feel for 
them... Even a few days out of regular 
classes for such children could have 
long-term and tragic results. Young children 
are extremely idealistic, they need to 
believe in things like dedication and 
loyalty... A thing like this robs them of 
these feelings at too young an age... Just 
think of a parent who downgrades the teacher 
in front of their children day after day.... 
Can you imagine the effect that it is going 
to have on a kid when he goes back to 
school. s 


William Eull, an expert in child psychology and 
director of a Toronto clinic stated in a speech to the 
Ontario Public School Men Teachers' Federation: 


"Teachers at elementary school will have to 
make a long and conscious effort to correct 
psychological effects caused by the strike 
action... The teachers now will have to 
talk to the pupils and parents who are 
affected by the strike and explain what 
happened." 
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Michael Fulton, Chairman of the Sociology Department 
Or OLSE, Stated: 


"The teachers lose more in public opinion and 
specific opinion of students than they win... 
An alternative to teachers' strikes must be 
developed." 


The Education Relations Commission has the duty to 
advise the Lieutenant-Governor in Council when the 
successful completion of courses studied by students is in 
jeopardy. It has taken this course of action in the past, 
but only in a disjointed manner. 


After teachers initiated strike action against one 
board in May the 7th, Shelley Struder, a student stated: 


"It does not matter if the dispute is settled 
soon, we've only got five weeks of classes 
left anyway - the year's wasted." 


This strike was not settled until September the 7th, 
but the teachers were never legislated back to work even 
though the students suffered. Several other unusual 
occurrences have occurred in teachers' strikes. 


A lot of teachers went on strike in 1975 and yet when 
its strike fund ran dry on January 9th, 1976, the teachers 
made a submission to the Education Relations Commission on 
January the 10th, 1976, asserting that damage to the 
students would occur if the strike continued. A Bill was 
passed on January 6th, 1976, to open the schools. The 
Education Relations Commission recommended the strike be 
ended, quote: 


"Not because the students" year was placed in 
jeopardy, but because there was special 
circumstances -- no early negotiated 
settlements can be anticipated." 


In Sault Ste. Marie and Windsor the Commission 
recommended to the Cabinet that the strike be allowed to 
continue, but regardless, the government passed special 
legislation imposing binding arbitration. 


Past decisions by the ERC seem to have been very 
erratic. 


How did we get into this mess anyway? Even teachers' 
strikes have occurred in Canada since shortly after world 
war 1? In 1943 the CCF party was the official opposition. 
The government tried to head off unionism in the schools in 
return for compulsory membership that teachers relinquish 
the right to strike. The Teaching Profession Act of 1944 
recognized OTF as the governing body of the teaching 
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profession with the first two objectives: To promote and 
advance the cause of education; and to raise the status of 
the teaching profession. 


For thirty years teacher/board relations smoldered, 
culminating in a one-day general teachers' strike in 1973 
and 42-day illegal withdrawal of services in 1974. Even in 
1975, prior to Bill 100, Premier Davis stated: 


"We are prepared to accept our 
responsibilities and we are saying very 
Simply, in essence, that a way has to be 
found to see that the school boards and 
teachers in this province serve the 
legitimate ends of the school system and that 
is the students. We are saying as a 
principle in both Bills, 274 and 275, - which 
would have been satisfactory - that there has 
to be a solution other than by mass 
resignation or the word strike, which I do 
not like to use." 


But because of strong, persistent, effective lobbying 
these Bills were withdrawn and replaced with Bill 100. 
After their initial support of the Bill it took only a few 
years for the Toronto papers to drop their support. The 
' Toronto Star, one year later,: stated: 


"The teachers should not be allowed to have it 
both ways - they are either professionals or 
trade unionists." 


The Globe and Mail stated: 


"Having seen the handiwork of the ERC, Premier 
Davis should quickly conlude that it is a 
waste of money and should be tidied into 
oblivion." 


On October llth, 1979, Dr. Stuart Smith, then leader 
of the Liberal Party, reversed the position taken by his 
party in 1975 and called for the government to strip 
teachers of the strike. This position came out of a 34 
member causus and was supported at the time, according to 
the reports by Robert Nixon and Mr. John Sweeney. 


In the industrial sector business may attempt to carry 
On business despite striking workers. One union of a major 
airline has been on strike for a year and at the present 
time the airline has continued to operate. In other sectors 
a person can be to hired to fulfil an employer's needs until 
the strike is over, but this is impossible in the present 
structure. In addition, in industry the public can go 
elsewhere to obtain the product or service, but not so in 
education. 
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I have mentioned the insidious work-to-rule as a 
strike mechanism which, since it is a strike, the Federation 
can define what is and what is not allowable under the 
sanction. At the present time, as of yesterday, I 
understand that they have a tenative agreement as of last 
night and the students will be back to normal this morning. 
But when this was written the Roman Cathlic School Board, 
after being successful -- the students have been successful 
I mean, in athletic tournaments, public-speaking contests, 
science fairs at their area level, were prevented from 
appearing outside the regional levels in any other activity. 
That is something to think about that is pretty tough on the 
morale of the students in the system. 

In conclusion, the York Regional Board of Education 
is of the opinion that after protracted collective 
bargaining with the help of a mediator, final offer 
selection is a reasonable solution to impasse. 


I must say on behalf of our trustees who have been 
elected to uphold the Education Act, which gives us the duty 
to provide courses of study and accommodation for children, 
that) is.our brief. 


Thank you, Mr. Chairman. 


The Vice-Chairman: Thank you very much, Mr. Bowes. 


If you are willing we will have some members ask you 
questions. . 


Mr. Bowes: Certainly. 
The Vice-Chairman: Mr. Lane? 
Mr. Lane: Thank you, Mr. Chairman. 


You have brought up a couple of matters that really 
concern me here. You talk about work-to-rule where the 
teachers are not required to be in the school before 10:00; 
they have a mandatory lunch hour; they leave at 2:00 
o'clock; and 50 per cent of the time that they are there is 
spent in a meeting. So, that is the fact, as far as the 
students are concerned, it is a strike. There is nothing 
happening as far as the students are concerned. Is this the 
exception rather than the rule as far as what the rule is 
concerned? 


Mr. Bowes: Let me read to you a statement of the 
Federation member from the Peel work-to-rule. And I quote. 
These are his words: 


"We have chosen the work-to-rule as our strike 


weapon, but since it is a strike we can define 
what is and what is not allowable under the 
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work-to-rule sanction. The Education Act, 
board policies, and school procedures are 
superseded by this strike under Bill 100. 
Legality is not a consideration, since our 
right to strike takes legal precedence over 
other considerations. Do not judge yourself 
by professional standards set for yourself 
when the situation is normal." 


That is a direct quote from that strike and I have 
here the documents put out during the work-to-rule 
distributed to the teachers, to the principals and 
vice-principals who are also members of the Federation, and 
must abide by Federation dictum, and I can share those with 
you. 


Mr. Lane: If this is common in working-to-rule, then 
I can certainly understand why our last witness emphasized 
that after one day a lock-out could occur because there is 
certainly no point in bussing students in to a school where 
teachers are working under those circumstances. 


Mr. Bowes: Those days that were mentioned were 
professional activity days at the end of June; there were no 
students in the school in those days. But the teachers had 
the responsibility - were being paid for a full day of 
school - they had a responsibility for a lot of work in 
those days. Here is the list of -- there is that one in 
particular, of a memorandum out telling them what to do and 
what not to do. They have had meetings that lasted, their 
Federation meetings, every day, that lasted well over an 
nourm aAbetines . 


Mr. Lane: So, you are saying that those were not 
actually teaching days in any case? 


Mr. Bowes: They were teaching days under the 
Education Act, but they were professional activity days 
designated. 


Mr. Lane: So, there were not going to be any students 
there? 


Mr. Bowes: No, but they continued on in the fall with 
a stringent work-to-rule which included no marking of 
attendence and no attendence shall be kept in any form, no 
seating plan shall be made and other work-to-rules which 
were almost as stringent except for the time line. And I 
have with me quotes from students during those days, what 
they felt of that work-to-rule. 


Mr. Lane: Well, if that was the rule rather than 
exception, it would be very upsetting to me that that would 
be work-to-rule. To me it would be no benefit to the 
students. And also on page 3 you talk about the Toronto 
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teachers going on strike in 1975 and yet, when the strike 
fund ran dry, the teachers made their submission to the ERC 
on January 10th asserting that damage to the students would 
occur if the strike continued. It seems to me that they 
were not concerned about the students; they were concerned 
about the fact that the strike fund was dry. 


Mr. Bowes: That was a report and I have thatorepore 
here. It was a report in the paper. 


: So, in either case that I have mentioned, 
it seems that the students come last rather than Linsti.y aL 
my estimation the schools are there for the students. 


Mr. Bowes: That is our feeling and it is ludicrous 
that we have this right to strike, as everybody calls it, 
when your liquor store employees do not have the right to 
strike. How can this government -- 


Mr. Lane: You cannot do without liquor. 
Mr. Bowes: Pardon? 
Mr. Lane: You cannot do without liquor. 


: You cannot do without the revenue from it. 
Why is it that the liquor store employees are not allowed to 
go out and strike, and yet, the teachers who are in charge 
of our children, aré allowed to go out on strike? It is 
hard to understand. 


: Are you saying that we should out-the-door 
with Bill 100? 


Mr. Bowes: I have said there that we are not in 
favour of fact finders, they are a waste of time. 
Mediation: we take credence to that kind of mediation. We 
have a mediator in now. We asked for a mediator right away. 
We find that mediation is good. Mediation, and after a 
certain length of time final offer selection for each party, 
whether it is a single final offer selection where the 
selector takes one position or he can pick different 
positions of each issue. 


Mr. Lane: Well, it concerns me the way -- 

Mr. Bowes: Somebody has to protect the students and 
the trustees are not able to do it because of this Bill and 
because of the government regulations. 

Mr. Lane: The way you have made your presentation it 
would seem to me that there is very little consideration 
given to the students, the way you see it. 


Mr. Bowes: That is what we have found and I have 
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quotes from students and this was not during a strike, this 
is just work-to-rule. Nothing was done until after 11:00 
a.m. and this was on a school day, this was not on a 
professional activity day. Nothing done all day. She would 
have gone home if she had lived in Stouffville; she could 
not because she was bussing too far away. If it had not 
been settled she would not have gone back to school. Those 
are quotes from students in my municipality. 


Mr. Lane: Very disturbing facts. 
Thank you Mr. Chairman. 

The Vice-Chairman: Ms. Bryden? 

Ms. Bryden: Thank you, Mr. Chairman. 


Well, I appreciate you bringing your experiences to us 
in your very forthright brief. I am somewhat disturbed by 
your rejection of the right to strike because under the 
Canadian Charter most employees are considered to have the 
right to withdraw their services and to organize into unions 
or professional associations. 


One of the quotes with regard to the studies of the 
right to strike from OISE was that these are professionals 
rather than trade unionists. It is hard to know where you 
draw the line. A.lot of professional associations may not 
call themselves trade unions, but they fulfil the same the 
same functions and I think they should have the same rights 
under the Charter of Rights. 


You say your alternative is mediation and final offer, 
but what happens if that does not work? 


Mr. Bowes: Final is virtually binding. 


: There have been unions that do not have 
the® right to’strike. 


Mr. Bowes: Final offer selection is binding. I have 
examples here from most of the provinces across the country, 
I did that previous to the Matthews Commission. Mr. 
Matthews and John Crispo, two members of that Commission, 
asked me for them and I sent them all the Bills from the 
different provinces across the country. 


We have problems in Quebec; we have problems in 
British Columbia with the teachers" strike; but where they 
have bi-level bargaining and binding arbitration or binding 
final offer selection in Alberta and Saskatchewan, they do 
not have a problem like this at all. Not as great as we do. 
And that disturbs me that they can... The number of strikes 
in Alberta over a ten-year period, that is as many as we 
have in a year. And no 42-day strikes. The longest 


Farr & Associates Reporting, Inc. 


G-28 


strike -- oh, I am sorry, that is too many, it was much 
shorter than that. 


The longest strike was 22 days, two at 15 days, one at 
10 -- 9, 10 days. That is how long they last in Alberta. I 
have a letter here from Douglas McArthur of the Office of 
Minister of Education, Continuing Education in the Province 
of Saskatchewan and also one here from the Honourable Gordon 
Currie, Minister of Education. Mr. McArthur's letter 
states: 


"Since the introduction of this structure of 
bargaining there has not been any disruption 
in sevice resulting from negotiations at the 
provincial level." 


I do not know why other provinces -- 
supposedly in 1974 the government investigated collective 
bargaining across the country, but we seem to come out with 
the worst Bill. 


Mr. Pollock: I have a supplementary to that. But 
they do have the right to strike though. They must have or 
or they not have been to able strike? 


Mr. Bowes: In Saskatchewan they have a choice, at the 
beginning of collective bargaining they set out their 
choices and they can either go to strike or they can go to 
compulsory arbitration, and they take the choice that will 
End Gin as oe . 


Mr. Pollock: But the bottom line is that they still 
do have the right to strike? 


Mr. Bowes: No, not in all provinces. Saskatchewan 
usually does not; Manitoba does not have the right. 


Mr. Pollock: How can they strike then? 

Mr. Bowes: Pardon? 

Mr. Pollock: How can they strike then? 

Mr. Bowes: Manitoba have illegal strikes; they must 
be illegal strikes if there are strikes in Manitoba, in 
education. 

Mr. Pollock: They must. But in Saskatchewan I 
thought you said they had been on strike and yet you say 
they do not have the right to strike. 

Mr Bowes <: @NO; NO,wNn0. | This is sAlberta. 


Mr. Pollock: Alberta? 
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Mr. Bowes: Alberta has the right to strike. 


Mr. Pollock: They have the right to strike? 


Mr. Bowes: In Alberta the teachers are under the 
Ministry of Labour. This came from the Conciliation and 
Mediaton Branch of the Alberta Department of Labour, this is 
where it is coming from, at the bottom. And Eilatpis daly -the 
strikes they had in 10 years and the duration of them. 


Mr. Pollock: But they do have the right to -- 


Mr. Bowes: In Alberta they have the right to strike, 
and they have had nine in ten years. 


: But in comparison with the population of 
the province Ontario, really we could have Drvety a 


Mr. Bowes: Well, fifty in ten years is high. 


Mr. Pollock: Maybe even more than that, ai dont téknow. 
I am just taking figures off the top of my head. 


The Vice-Chairman: Ms. Bryden? 
Ms. Bryden: Thank you. 


Well, we are not completely familiar with the 
legislation all across the country, it would appear that the 
number of strikes in relation to the number of negotiations 
is still pretty small in all provinces, regardless of the 
legislation, and in Ontario, in particulars. And siteis 
certainly cutting out an awful lot of people from their 
right to use that sanction if we just abolish them. 


Compulsory arbitraion is only as good as the 
arbitrator and if people have confidence that the arbitrator 
will be fair they may not resort to illegal strikes. In our 
hospital services, who have not had the right to strike 
under provincial legislation, there is still considerable 
feeling that hospital workers constantly fall behind other 
occupations that require a similar amount of skill and time 
and effort. And I think that the alternative to the right 
to strike is very difficult to find. 


When you mentioned that the former leader of the 
Liberal Party, Dr. Stuart Smith, came out in 1975 for the 
government to, as you say, "strip teachers of the right to 
strike", did he have an alternative? 


Mr. Bowes: I am not familiar, but that came out after 
aytathermibitter istrike with.) Mane vou saying that, you 
know, not many people affected this strike? That strike 
affected over a 100,000 students in the Cityvsot Toronto, 
well over a 100,000 students. That is a lot of students. 
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I am not sure what, being in opposition at that time, 
he would probably recommend a committee or a study. But I 
must say that you do not see hospitals closed up, you 
mentioned the hospital. You do not see a hospital closed 
up because of labour relations and I do not think you should 
see schools closed up because of labour relations either. 


Ms. Bryden: Well, it is a question of how many others 
you are going to close up. The Liquor Board employees are 
very hard to justify, they happen to have been brought under 
the Crown Employees Act by the former Conservative 
government. I do not know why, it seems to me to be 
deprived of the right to buy liquor asanotea Very serious 
inconvenience for the public. 


Mr. Johnson: Mr. Chairman, I wonder if I could have 
a supplementary on Mrs. Bryden's question? 


The Vice-Chairman: Well, you are coming up next for a 
question. 


Mr. Johnson: She raised a topic I just want to 
qualify on. 


Ms. Bryden: I will not be much longer. 


On page three you quote Professor Michael Fulton, 
Chairman of the Sociology Department of OISE, commenting 
that teachers do lose more in public opinion and the 
specific opinion of students than they win. He deplored 
that and I think we all do. Some of it is, I think, lack of 
understanding of the collective bargaining process. Butane 
says, "an alternative to teachers' strikes must be 
developed". Have you approached Professor Fulton since he 
made that statement as to whether he has an alternative? 


Mr. Bowes: No, I do not. But we spent quite a bit ron 
time on the Matthews Commission. We prepared quite a strong 
presentation to the Matthews Commission; our Board, the 
Director of Education, accompanied me, and I had just piles 
of data from other provinces and a lot of alternatives 
there, but we did not get a lot Of (Support. eiie 
alternatives, I think, are really in strong mediators who 
are experienced in the field of education and then, after 
that length of the time, if there is not a settlement, then 
either an abitrator, binding arbitaration, or final offer 
selection by people who are experienced in education. We 
have all kinds of directors of education retiring at 55 
years of age that know the system inside and out that 
probably would be effective as arbitrators or final offer 
selectors. 


> Just one last question, Mr. ‘Chairman. In 
how many cases did your Board invoke the jeopardy clause, 
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asking the ERC to determine jeopardy? 


Mr. Bowes: How many? 
Ms. Bryden: You have had some strikes, have you? 


Mr. Bowes: Well, we had the original illegal 
withdrawal of services in 1974. We have had two strikes 
Since that time, but one was a CUPE union and the other was 
the one in '79 with a long work-to-rule and then a Slight 
closure of the school. But, as I say, Since 1980, seven 
years, we have not had a problem. We have had good 
relations and good settlements since they lost ‘their court 
case that they brought against us. 


We are concerned about the students, the hundreds of 
thousands of students across Ontario. In some cases 
students can be out a couple of weeks, you know, you cannot 
just pick a student, you know, there are so many special 
children out there, especially in elementary level where 
they are becoming more prominent right now. And you cannot 
just pick a bunch students and say it is in jeopardy. You 
can have a student out for a couple of weeks and their 
courses are in jeopardy, courses of study in jeopardy. 
Others are smarter than others and can be out for a month or 
two and do a lot of homework and git may not affect them 
that much. 


+ YOu (did not ask for a review of jeopardy 
by the ERC? 


Mr. Bowes: No, I did with Owen Shine. I spent two 
hours with Owen Shine at one time when the decisions were 
erratic. He stated in both no those cases that the jeopardy 
of the students' courses of study was not in jeopardy, the 
school year was not in jeopardy, and yet the government, you 
people overruled him, and legislated them back to work. So, 
you know, it has been very inconsistent. He said they were 
not in jeopard, but is a labour man, not an educator. 


: Mr. Chairman, we are getting into an 
argument about jeopardy which is, I think, a legitimate one. 
But I wondered if we could ask our researcher to get us a 
list of the number of cases where the ERC has been asked to 
rule on jeopardy, as well as to perhaps give us a picture of 
the number of the strikes in the last five years. 


Mr. Bowes: I have them right there. 


ice- j : That is a good point, Mrs. Bryden, 
and members. Actually the time should be up for this 
presenter, but if you want to keep your questions brief, I 
have four more and I will start with Mr. Johnson. 


Mr. Johnson: Yes, I will be very brief Mr. Chairman. 
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In fact, I did not intend to ask this question, but Ms. 
Bryden brought it up and it excited my curiousity. 


On page 4 you mentioned that Dr. Stuart Smith, the 
leader of the Liberal Party, reversed his position in 1975 
and called for the government to strip the teachers of their 
right to strike. This was supported by the Honourable 
Robert Nixon and the Honourable John Sweeney. Have you 
conducted a study or asked any questions in the year 1987.to 
determine what positions the Liberals hold on this issue 
now? 


Mr. Bowes: No, I have not, but I will grab Rick 
Sorbara one of these days pretty shortly and find out from 
him because he is my Member of Parliament. I know there is 
written correspondence from the Liberal education critic at 
that time proving that he was -- 


Mr. Johnson: Well, Mr. Bowes, since you go back to 
1943 in the CCF, I would think that it would be imperative 
that you delve into this year and their position today. 
Thank you, Mr. Chairman. 


Mr. Bowes: I shall do that. This was rather brief, 
this came up a week and a half ago and as you see I have 
been away for eight days of it so it was sort a of rush job. 


The Vice-Chairman: Mr. Lupusella? 


: Thank you, Mr. Chairman. I have a 
few points that I would like to raise on the issue Of Eight 
to strike which is on page 2 of your presentation. I was 
very impressed about the detailed and analytical expression 
of the detrimental effects which can be caused by a strike. 
It appears that board after board appearing before this 
Committee emphasized the issue that something must be done 
to try to prevent a strike when a collective agreement or an 
agreement is not reached. 


it appears that the boards emphasize the issue that 
when a strike is called by the teachers the whole situation 
is out of hand and the board actually does not have any 
leverage to make sure that the two parties are getting 
together again to make sure that an agreement will be 
reached. And most of the time when there is a prolonged 
strike, the Parliament has to intervene on the issue to 
co-ordinate the teachers back to work through a legislation 
which is passed by Parliament. 


Now, I do not have any problem with the principle of 
the right to strike which is contained in Bill 100. What I 
have a problem with is that the principle of students' 
rights to educatation is not protected at all when a strike 
is called by the teachers, nor the board has some teeth 
given by Bill 100 which can be invoked to make sure thatthe 
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teachers will not play games to reach their agreement, and 
the strike will not be prolonged because the board then has 
to emphasize the issue of jeopardy and also the detrimental 
effects which you emphasized on page 2 of your presentation, 
which starts with item A, the drop-out rate, which increased 
24 per cent at grade 13 and 22 per cent. The average mark 
of students who were up against university declined and 
there was a decline in the number of applicants to 
post-secondary education, and the student morale was low and 
their attitude was poor. 


Now, my wife is a teacher and I think that she was on 
strike maybe two years ago for a short period of time and 
she was telling me that responsible teachers have to do 
extra work to recoup the lessons that students lost during 
the course of the strike. 


Now, do you not agree with me that instead of talking 
about work-to-rule legislation on Bill 100 we need such a 
device which gives the power to the board when a strike is 
taking place, that because they are the protectors of 
students' education and so on, they have a responsibility 
toward the residents. They can invoke the power of such 
Gevice which we must give to Bill 100, to make sure that the 
whole process of an agreement will be reached as soon as 
possible. 


Do you agree with me or do you disagree with such a 
proposal? Tit - 


Mr. Bowes: I agree with you. I am not sure how we 
are going to do it. We talked about 1944, the Teacher's 
Professional Act; it is a compulsory membership and 
automatic check-off, it is closed shop - as closed as you 
can ever get in any union. We are a growing Board; we have 
4,000 applications a year from teachers. We are hiring 
about 300 and 350 a year. We have 4,000 applications, very 
good young, smart teachers which, in a strike, we could hire 
and continue to operate, but we are prevented from doing 
that. 


How do you protect the students? You can cut off the 
PA days that are coming and make them teaching days, but you 
cannot go into the summer. That this a sacred cow or sacred 
bull - I do not want to be sexist here, but how do you make 
up the time? Are going to have the teachers working July 
and August? What can you do? I am not sure. That is 
because the right to strike causes these problems. 


: I agree with you that they are 
problems and I am sure that members of this Committee are 
extremely concerned about the detrimental effects of a 
strike. 


The question is, that to defend such principles we are 
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ignoring the detrimental effects on the students, and I am 
just wondering if you can find a device, a legislative 
device, which will be incorporated in Bill 100 which gives 
the power to the board that if these detrimental effects 
occur and, in particular, the jeopardy issue of the students 
in zelation to the school year, when they invoke that power 
has to call the union back to the bargaining process because 
at this point in time when a strike is taking place and it 
is very long, the only person that can legislate teachers 
back to work is the legislation and not the board, so the 
board is out of the picture completely. 


Mr. Bowes: Bill 100 supersedes all legistation, the 
right to strike. It supersedes, as it has been shown three 
months ago by the Chairman of the Education Relations 
Commission, it supersedes a collective agreement in force 
even, unfortunately. 


Mr. Lupusella: Thank you, Mr. Chairman: 
Mr. Bowes: Thank you 


Mr. Pollock: Well, I have a letter on my desk right 
now complaining about a board closing a school in a certain 
area and moving the kids to another area possibly twenty 
miles away. So, when you make your comment that boards are 
always concerned about students, really that is not always 
factual, that boards move these students to other places, 
with little regard to the students or the parents in that. 
particular area. 


Mr. Bowes: I think the regards there are for the 
students. Four weeks ago I made another presentation to the 
Honourable Robert Nixon on capital funding and if we had all 
the capital funds we need we could probably keep those 
schools open. But the best educational environment for a 
child is a school where the facilities are best; where the 
resources are best; where everything is best for that 
student; you cannot often do it in small schools. 


Mr. Johnson: Not when they have to spend two hours a 
day on the bus. 


Mr. Pollock: No, no. And in some of those big 
schools drugs and alcohol run rampant, that is a fact. 


Mr. Bowes: Well, I am not sure of your case, but we 
doh nots == 


Mr. Pollock: Well, that is the general case all over 
the province. Drugs and alcohol are running rampant in some 
of those big schools. 


The Vice-Chairman: That is not quite Bill 100. 
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Mr. Pollock: I know. 


Mr. Bowes: That is a problem in your McDonalds, that 
is a problem in you arenas - I was president of minor 
hockey - it is a problem in your halls over the place, not 
only schools. 


Mr. Pollock: Thank you, Mr. Chairman: 
The Vice-Chairman: Mr. Callahan? 


Mr. Callahan: Well, I have a number of observations 
to make. 


I find that you are the first group to come before us 
suggesting the removal of the right to strike, and I can 
understand where you might be coming here in a similar 
emotional vein as occurred in the House as least once, 
perhaps twice since I have been a member, where things have 
gotten to the stage where frustration is shown on the faces 
of all parties of the Legislature, at least the official 
Opposition of the Government, and I am not certain about the 
Dhar di party. 


First of all, I would like to ask you, your brief is 
the York Region board of Education? 


_ Mr. Bowes: Yes. 
: : And yet it is signed by you; is this 
the position of the Board or your position? 


Mr. Bowes: I made up this presentation and had it 
approved by the Board. The Board approved it. 


Mr. Callahan: This is the Board's position? 


Mr. Bowes: This is the Board's position, yes. This 
is the Board's. 


Mr. Callahan: You have made some suggestions -- 


Mr. Bowes: And this position coincides with the 
Board's response to the MacDonald Commission which had an 
article in there about strikes and about... 


: It is interesting that, and I agree 
with some of the statements in there, certainly the results 
of the Ministry of Education's research study into the 
Toronto teachers' strike. And I agree with my colleague 
that sufficient emphasis perhaps has not been placed on the 
students' legal right to receive an education, but it is 
kind of like we all know that the cat has to be belled. We 
want to do it fairly so that everyone receives equality. 

But if you talking about binding arbitration, I have seen in 
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the municipal areana - I am sure any of us who have been in 
the municipal areana - that binding abitration usually 
results in awards that are far higher than perhaps are 
achieved through collective bargaining. 


Mr. Bowes: You have to weigh that against the 
students, the education of the students, which we are 
elected to provide. The Education Act states our duty, the 
duties and responsibilities of the trustees and boards of 
education. And it is our responsibility to supply a course 
of instruction 185 days a year plus accommodation. 


Mr. Callahan: Well, without trying to tar with a 
broad brush what goes on in negotiations on either side, 
would you agree that the trustees, being elected 
representatives, are as interested in getting re-elected as 
any other politician is and, accordingly, do not want to 
raise the mill rate so high that in the next election they 
might not get re-elected? 


Mr. Davis: If your government would fund education at 
least to the level it was before it would not have any 
problem. 


Mr. Callahan: Bill in the vein of you predecessor 
who has the same name, that lack of funding came about under 
your government so I suggest you -- 


Mr. Davis: You have the lowest level of educational 
funding in this province than you have had in 16 years and 
it is the direct responsibility of the Liberal government. 


Mr. Callahan: It all came about under the 
Conservative government, Mr. Davis, under Mr. Davis. 


Mr. Lupusella: That is a cheap shot. 
The Vice-Chairman: Thank you very much, Mr. Callahan. 


Mr. Callahan: But I just ask that question; maybe 
that is a rhetorical question, but does that play any part 
in any of the negotiations? 


Mr. Bowes: In negotiations? The board saves money on 
strikes, you are aware of that. Every time there is 
protracted strike the board is not paying teachers' 
salaries. Our budget is $200-million this year, 80 per cent 
of which is salaries. We are not paying those salaries ina 
strike and we had a 42-day strike. We are saving a lot of 
money for the taxpayers, but that is not the prime 
consideration at all. 


Mr. Callahan: But my question was, does that not 


enter into the question of how the Trustees negotiate with 
the teachers? I mean, there is games on both sides, quite 
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obviously? 


Mr. Bowes: Compensation is only one issue. In 1975 
we had 52 issues on the table from the teachers. The 
monetary issue was the big one at that time. They got a 34 
per cent increase in wages, 34 per cent in our contract. In 
1976 they came back with 54 issues on the table and another 
large request for money and, since that time, we have had at 
least one issue on the table from the teachers of which the 
salary is only one; you would not believe. 


If you see the first presentation, first submission of 
the teachers in February, they go to every teacher - and we 
have over 3,000 teachers - put in what they believe they 
want in, and that goes to the Economic Policy Committee of 
the Teachers' Federation and they take them all out, put 
them in a submission and give them to the Board. Service 
allowance? I was the only one at the table of fifteen or 
twenty people that served in the services and yet, every 
year it came back: more service allowance, more service 
allowance. Things like that, anything, you wouldn't 
believe it! It is not all monetary. Monetary is just one 
type Of.... 


Mr. Callahan: You see, I view it that teachers, a 
large majority of them that go into the profession, have a 
concern about educating young people. I do not want to 
create a dissent as does occur. between themselves and their 
students when when they go out on strike. -But I find it 
that, as my colleague said, there should be something 
specifically in the Act saying, requiring both sides, that 
they should be negotiating on the basis of what is in the 
best interest of the student. I am sure that everyone would 
say that is what they do, but that should be a mandatory 
item in that Act to say that is mandatory and not wait until 
it gets to the stage of the Commission having to say that it 
has deteriorated to that stage because by that time it has 
deteriorated, so badly, that these young people, who we 
should all being working for, are destroyed. 


Mr. Bowes: As I said, our relationships with our 
teachers are very good. I was chairman last year and I had 
three lunches with the elementary federation's president, 
three lunches with their secretary, president. We go out 
all the time. I think back to last year to those bitter 
strikes in Grey and Wellington County and boy, I feel for 
those kids and those parents, for the people in those two 
counties. 


Mr. Callahan: Thank you, Mr. Chairman. 
The Vice-Chairman: Thank you, Mr. Callahan. Thank 
you very much, Mr. Bowes. I appreciate your presentation 


and taking the time to come down and giving your opinion on 
Bide 00: 
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Mr. Bowes: Thank you very much. 


The Vice-Chairman: Before we proceed to the next 
presenter, I have an answer for Ms. Bryden in regards to ERC 
cases versus the jeopardy decisions. 


There have been eight since 1975-76, and that includes 
"85-86. Eight cases. 


The Vice-Chairman: Now, we have practically one hour 
later than time was scheduled for. Anne Atkins, who is a 
private citizen, welcome to the Committee. And when you are 
ready, please proceed. 


Ms. Atkins: Thank you very much, Mr. Chairman, and 
Committee members. I have been waiting for this opportunity 
for twelve years and I have a lot I would like to say. 


The Vice-Chairman: Well, it is your day. 


Thank you, because I do care about the 
students and that is why I am here. 


I really do appreciate the opportunity to present my 
views on education. Is it all right if Mr. Bowes sits here? 


The Vice-Chairman: No problem. 
Ms. Atkins: Sure. Okay. 


I am a former Ontario public elementary school 
teacher. I finally left teaching in 1975 because of 
disagreement with developments in education between 1970 
and 1975. Since then I have followed education closely. I 
have written numerous letters dealing with education issues 
to newpaper editors and politicians. While engaged in 
university studies in '84-85 I researched a number of topics 
relevant to education in Ontario. Since 1985, December 
1985, I have been a trustee on the York Region Board of 
Education. However, today I am here to speak not as a 
trustee, but as a private citizen. And I have titled my 
presentation, "Bill 100: A Stumbling Block to Progress in 
Education." 


What motivates me to come before this Committee is 
concern for the future of our youth. 


The economic and social climate calls for change, 
particularly in education. If that change is forth... You 
can tell this is an emotional issue for me. 


- j e  Weltl,wMs.. ACkins,. just: cake your 


time. You should not be nervous with us, we are just common 
citizens like you are. We are all elected, so just take 
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your time. 


Mr. Bowes: That is why I came up here. Ms. Atkins 
and I are trustees on the same Board. She is making her 
presentation. 


The Vice-Chairman: Just take your time and feel at 


home. Take the time you want. 
Ms. Atkins: All right. I think I can go on. 


Even a brief glance at the Canadian economic and 
social picture reveals cause for concern. 


In 1960, Canada ranked second only to the United 
States in industrial output per hour. By 1985, however, 
Canada had fallen to seventh place among leading industrial 
nations. Between, 1973 and '83, unit labour costs rose by 
125 per cent in Canada, 75 per cent in the Unitied States, 
and declined, actually declined, in Japan below the 75 
level. The sharp deterioration in Canada's competitive 
position has been attributed to low productivity and high 
wages. Youth unemployment remains high yet employers find 
it difficult or impossible to find enough skilled workers to 
meet their needs. Between 1975 and '85, the federal deficit 
increased to the point where interest charges on this debt 
consumed one of every three tax dollars. As you are no 
doubt aware the list could go on and on. 


It would be simplistic indeed to assume that changes 
in education alone will be enough to improve Canada's 
prospects. Progress will only be made through the 
co-operation of all Canadians. Nevertheless, the school is 
the only institution that has contact with all young people; 
therefore, educators by worthy example can, and do, have 
have a great influence in shaping the attitudes and skills 
Our young people take with them into the work force and into 
all other aspects of the their lives. 


By the late seventies there was general recognition 
that improvements must be made in education, particularly at 
the high school level. In 1984, after four years of study 
and preparation, the Ministry of Education published OSIS, a 
blueprint for major improvements in education. The changes 
called for by OSIS include the expansion and improvement of 
the technological studies, the expansion of co-operative 
education and the upgrading of language skills. If 
implemented successfully, OSIS recommendations would create 
a education system more capable of meeting social and 
economic needs. 


Now, One may ask what does all of this have to do with 


Bill 100? My answer is, that I believe Bill 100 is a 
stumbling block to process and change in education. 
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Bill 100 anchors the teaching profession firmly in an 
unsatisfactory past. It institutionalizes and legitimizes 
rigid and couner-productive trade union practices at a time 
when the utmost in flexibility and professionalism is needed 
on the part of our teachers. 


Co-operative education, for example, requires 
different modes of delivery with much interaction and 
co-operation between educators and business and industry. 
This may be very difficult to achieve with teachers 
restricted in their activity by the increasingly long, 
rigid, complex contracts being negotiated under Bill 100. 


The local contract negotiations called for by Bill 100 
foster an on-going adversarial relationship between school 
boards and teachers. They have kept salary and benefit 
levels higher than the productivity of the school system has 
warranted. Local negotiations consume much time and energy 
that would be better spent on improving the quality of 
student programs. A classic example of this is eccurrang in 
the York Region Separate School system. Contract 
negotiations there have already dragged on for more than a 
year. I understand they have ended now. 


Provincial-level contract negotiations have been used 
in Ontario's college system for twenty years. The MacDonald 
Commission committee studying the financing of elementary 
and secondary education in Ontario, recommended that 
province-wide bargaining replace the local bargaining called] 
for by Bill 100. I believe this would be in the best 
interests of the province. 


Striking, which includes work-to-rule as a means of 
settling disputes in education, is also a source of concern 
to many people - and for good reason. It is the most 
visible symptom of adversarial style of labour relations 
that has been so damaging to the Canadian economy. Between 
1972 and '82, for example, 26-million days of labour were 
lost in Canada due to strikes, walkouts and lock-outs, more 
than in any other industrial country, except Italy. 


Surely educators by word and example have an 
obligation to foster in our youth the development of 
interpersonal skills and attitudes that would lead to the 
co-operative style of labour relations so obviously needed 
in Canada. 


Economics aside, strikes in the education system harm 
students and, therefore, are unethical. Documented effects 
of strikes on students iclude higher school drop out rates 
school during the strike year, especially in grade 12 and 
13; lower marks in such subjects as mathematics and science; 
decreased motivation for further education; and decreased 
respect for teachers. 
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To maintain their motivation for school work, many 
students need to establish a relationship of trust with 
their teachers and this relationship is damaged by a strike. 
I know personally of one instance where an enthusiastic 
grade nine student never regained his enthusiasm for 
education after a long teachers' strike. Research indicates 
that this reaction to a teachers' strike is quite common. 


I believe it is worthwhile at this point to pause for 
a brief look at history because, as the saying goes, "If you 
do not know where you have been, then how do you know where 
you are going." 


The Teaching Profession Act was formulated and passed 
very quickly in 1944 to ward off a strong movement at that 
time toward trade unionism among teachers. The Ontario 
Teachers’ Federation was set up to establish and maintain 
professional and ethical standards in the teaching 
profession. In exchange for membership in this 
Organization, teachers gave up the right to strike. 


During the 1960s, high school teachers in particular 
began to push for higher status and more power. They opted 
to use striking as one means of exerting pressure on school 
boards in efforts to improve salaries, benefits and such 
other working conditions as PTR. 


: During the early seventies, the Ontario Secondary 
School Teachers' federation became more militant and - 
aggressive and other teacher groups followed their example. 
The Ontario Teachers' Federation gave its blessing and its 
Support to this activity. Though teachers were not entirely 
to blame, the end result was unprecedented disruption in 
Ontario's education system and Bill 100 was formulated and 
passed in 1975 on my birthday, July 18, to bring order to a 
chaotic education scene. 


The use of pressure tactics such as striking have kept 
Ontario teachers' salaries high, especially at the secondary 
level. This would not be a source of concern if our school 
system had been efficient and productive, however, that has 
not been the case. 


Forty per cent of students are still leaving before 
graduation and the 70 per cent who go directly into the 
labour force from high school have few job skills. 


Canada has been spending a greater percentage of its 
gross national product on education than most of its 
competitors. Education expenditures for 1982 as a 
percentage of the gross national product, for example, were 
Sweden, 7.7 per cent; Canada, 7.4 per cent; Belgium 6.1 per 
cent; West Germany 4.1 per cent; and Japan 3.9 per cent. 


What we have here in education, in fact, is a classic 
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example of the low productivity, high cost per unit syndrome 
that has characterized Canadian industry in recent years and 
it is making it increasing difficult to this country to 
compete in world markets. 


An additional factor is that Bill 30, the Separate 
School Funding bill, allows for student transfers from one 
system to the other; therefore, a strike in one system can 
also bring disruption in the other because students form a 
strike bound Board make seek admittance to the other school 
system for the duration of a strike. 


Most Canadians in the labour force, 70.3 per cent, are 
not unionized, seven out of ten Canadians are not unionized 
and do not strike. Why, therefore, do teachers? 


Public opinion surveys taken by the Ontario Institute 
for Studies in Education on a regular basis since 1978 
consistently show that the majority of members of the 
general public do not believe that teachers should have the 
right to strike. All things considered, what possible 
justification is there for allowing strikes to continue in 
the education system? 


Another major concern with the present system is that 
Bill 100 makes no provision for a realistic, fair means of 
dealing with surplus teachers. At present, the traditional 
trade union practice of seniority is still used. I will 
cite just two of -the many expamles of this. The early years 
of a child's education are the most important, providing, as 
they do, the foundation on which all else is built. 
However, in Scarborough, teachers with seniority but no 
special training, interest, or experience in early childhood 
education have been allowed to replace experienced, 
qualified teachers in these classes. 


Science and computer technology are key areas in 
Canada's economic future yet, in 1984, North York's most 
experienced computer science teacher and one of its most 
qualified science teachers were both dismissed because 
enrolments had declined and they had less seniority than 
other less qualified teachers. 


Teachers' Federation justifies such cases by stating 
that seniority is the only fair way of dealing with teacher 
redundancy. Fair to whom? Fair to whom, I say? Students? 
The public? Hardly. An education system that places the 
material welfare of teachers, regardless of their interest, 
their ability and productivity, ahead of the right of 
students to gain a quality education cannot function as 
efficiently as it should and must. 


Another factor that I believe needs to be given 


serious consideration is pupil-teacher ratio. This is a 
negotiatiable item under Bill 100 and teachers continually 
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press for lower PTR, claiming that the lower the PTR the 
higher the quality of education. However, recent research 
reveals that this belief is not necessarily true - or if it 
is true at all. 


After conducting analysis of thousands of research 
studies dealing with factors affecting educational 
achievement, one researcher stated that reduced class size 
has small positive effects, but is expensive and draws money 
and effort away from factors with large effects. This 
researcher went on to note that though Japanese school 
Classes are often three times the current U.S. average of 17 
students per class, Japanese students consistently rank 
highest among nations in mathematics and science 
achievement. 


I believe that education agreements should allow for 
flexibile PTRs. It is desirable and necessary to have 
smaller classes for younger children and in subject areas 
where specialized facilities such as labs are needed, but in 
other cases considerable savings would result if class sizes 
were larger and an assistant hired at a lower salary to help 
with marking and providing extra help for needy students. 
The savings could be profitably spent in other ways, such as 
increased funding for primary education and the provision of 
more guality resource materials for students in all grades. 


To sum up: If fully implemented the improvements 
called -for in OSIS would be a major step toward the creation 
in Ontario of a flexibile, progressive education system 
capable of meeting pressing social and economic needs. 
However, Bill 100 is an obstacle to progress in education 
because it institutionalizes trade union practice when we 
need flexibility and professionalism. 


Local negotiations called for by Bill 100 are 
inefficient and a source of teacher-board conflict. The 
increasingly long complex contracts being negotiated under 
Bill 100 make it difficult, if not impossible, to implement 
co-operative education programs as effectively as 
possible. Striking is a harmful means of settling disputes 
in any sector of the the economy and should not be allowed 
at all in the education system. 


Bill 100 makes no provision for a fair and ethical 
means of dealing with surplus teachers. Finally, as a means 
of making education more cost efficient, education should be 
governed by legislation that allows for flexible PTRs. 


I believe that replacing Bill 100 with a new piece of 
legislation dealing with the above issues is essential if 
progress is to be made in education. 


Thank you. 


Farr & Associates Reporting, Inc. 


G-44 


The Vice-Chairman: Thank very much, Mrs. Atkins. As 


you can see, it was not all that hard. 


MS. Aukine-3-NO.  1f I Could do i1teoOver 1 wOULd nots be 
so emotional about it. 


The Vice- : Well, you did very well. We 
certainly appreciate the sincerity in your brief and your 
remarks. If you are ready we will have some questions for 
you. 


We will start with Mr. Allen? 


Mr. Allen: Thank you very much, Mr. Chairman, I 
appreciate the fact that you have come this morning as an 
individual and have made your arguments before us. I know 
that when we have been involved in a number of other 
Committees, we from time to time have had sometimes quite 
large groups of individuals come forward, and I appreciate 
this rather intimidating kind of situation to find yourself 
ins 


: Oh, you did not frightened me. It is 
just that, you know, these situations... 


Mr. Allen: I also recall as a young lecturer what 
difficulties I had reading my notes as distinct from just 
talking about the subject. I am sure you who have felt more. 
relaxed just talking to us in an off-the-cuff kind of 
fashion. 


However, and you might not be surprised, I really do 
take issue with the central thesis of your whole paper. Are 
you aware of studies by private sector economists, for 
example, that tell us that the low productivity of the 
Canadian economy really has very little to do with labour 
patterns, or labour habits, or the structure of labour 
relations, but principally as a product of the failure of 
Canadian management and entrepreneuralism to take advantage 
of innovation and to modernize factories and so on, so that 
one can, in fact, get the per unit costs of production down? 


I think if one pays attention to those studies one 
gets a different view of the question: as to how labour 
relations perhaps does bear on the kinds of questions you 
have raised. 


Ms. Atkins: I know what you are saying and I could 

Speak quite at length on that, too. This is a very complex 
issue and I know there are number of factors involved in the 
labour situation other than, you know, the ones that I have 
mentioned, and I recognize the validity of yours, too. That 
is why I say, if we are going to make progress it will have 
to be a co-operative effort; it is not something that we can 
just expect our teachers to do or our educators, or our 
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legislators. It is whole tenor of life in Canada. I recall 
reading a statement by W.A MacDonald, who is with the legal 
firm of McMillan, Binch here in Toronto, and he stated that, 
you know, Canadians are less realistically attuned to the 
realities of the world situation and their need to pay their 
way in the world. So it is a general problem and I 
recognize the truth of what you are saying. 


Mr. Allen: Well, one could discuss at some length as 
to whether Canadians did or did not have a realistic outlook 
on the world situation; those are difficult statements to 
prove or disprove and they are very general. 


Ms. Atkins: I know they are. 


; You also cite at one point as one of your 
authorities Ronald Anderson with regard to some aspects of 
your case, and was struck reading a Ronald Anderson article 
not long ago, in which he was highly critical of the entire 
pattern of North American management. Arguing that North 
America was still probably one of the most authoritarian, 
managerial systems existing any where. 


And in that kind of culture and context, the emphasis 
on management rights so seeps in everywhere, and where you 
have emphasis upon management rights in school boards and 
elsewhere as a kind of rule of thumb, then you have the kind 
of problem that you are referring to which is ; 
adversarialism: it is promoted from the ground up. And it 
really is not from a point of the view of a teacher or 
teacher organization that the issue arises so much as from 
the whole industrial culture that we are in. I do not know 
how you would turn that around overnight? I suspect that 
our party has talked as much as any party about that kind of 
issue. I appreciate what you are saying about 
adversarialism and it is a difficult issue, but it is there. 
I am not sure that we can avoid clearly sophisticated and 
advanced forms of industrial organization which, at least, 
rationalize those processes in some measure. So, I would 
just want to, I think, caution the Committee and yourself 
with regard to some of the other dimensions of the issue. 

I think they have to be very much borne in mind. 


Ms. Atkins: I am aware of them, too. It is just that 
there is only so much that can be said in a few minutes, 
unfortunately. 

Mr. Allen: I appreciate your coming. Thank you. 

The Vice-Chairman: Mr. Lane? 

Mr. Lane: Thank you, Mr. Chairman. 


Ms. Atkins, I want to congratulate you on presenting 
your ideas to us on Bill 100. It is ‘obvious to all of us 
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that it was not easy for you to do it. It does show your 
dedication to the welfare of the students which, in itself, 
is very refreshing. So I certainly want to congratulate you 
on your presentation. 


I am only going to ask you one question. Right at the 
last you say you believe that replacing Bill 100 with a new 
piece of legislation dealing with the above issues is 
essential if progress is to be made in education. Okay. 
What should be the content of the Bill that replaces 100? 


Ms. Atkins: I think there are too many -- if all of 
the things that I have mentioned were dealt with, I do not 
see how that could be done within the context of Bill 100, 
it would require too much tinkering, so I think that another 
piece of legislation, just start from scratch and maybe draw 
on the experience of Bill 100 and work that into a new piece 
of legislation. 


Mr. Lane: I was around here a long time before Bill 
100 was passed and there was a great pressure on the then 
government to bring in Bill 100 from your teachers, so I am 
Surprised, I guess, to hear you say the things you are 
saying in your brief, because this was not the message we 
were getting at that time. 


Ms. Atkins: That is was twelve years ago, thirteen, 
fourteen. The world has changed. 


: It certainly has, except Suart Smith and 
the Liberal Party. 


The Vice-Chairman: Mr. Bowes, did you want to 


comment? 


Mr. Bowes: I just wanted to comment that I sat here 
for moral support and because I know it is a strong 
emotional issue. You may have missed her opening statement. 
Mrs. Atkins was a teacher, in the teaching profession, and 
left the teaching profession in 1974 and 1975 when Bill 100 
came about. She left the teaching profession because of the 
Strikes, the right to strike, because she felt it was 
terrible that these people could -- 


Ms. Atkins: My family has been teaching in Ontario 
for more than a hundred years; to me, the profession died 
With this bill came in. ~~ 


Mr. Lane: You were the exception rather than the rule 
then, because we were certainly getting a different kind of 
message from the group of teachers out there. 


: I referred to a student in here who was 


Ms. Atkins 
damaged by the right to strike. That happened to be a 
nephew of mine. He started grade nine in Thunder Bay in the 
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school year '74-75. The teachers went out on rotating 
strike there in November; they were on rotating strike 

until Christmas, then after Christmas they were ona 
full-fledged strike for 32 days. And they got a 28 per cent 
across-the-board pay increase out of that but, you know, it 
completely poisoned the atmosphere in the community, the 
school and all, once the children went back to school. A 
lot of them were in the same position as this young man, I 
understand. They had lost their enthusiasm for school. 


Mr. Lane: Well, when a person gives up their 
occupation because the way the feel about something, it 
certainly indicates dedication. 


Thank you very much 

thesVice=Chaitmans #Mr.? Callahan? 

Mr. Callahan: I liked your brief by the way. 
Ms. Atkins: Thanks. 


Mr. Callahan: Perhaps it reiterates one of reasons, 
one of them anyway, that I originally got into provincial 
politics. I would like to ask you a question and it is a 
reality, is that if trustees are elected representives, as 
they are... Js this. your first term as a trustee? 


Ms. Atkins: Yes, it is. 


Mr. Callahan: Do you perceive that the trustees, when 
they are negotiating salaries, are more concerned about the 
students than they perhaps are about the question of keeping 
the mill rate down so as not to boost up the total city rate 
and, thereby, destroy, or lessen, or weaken their chances of 
being elected as trustees? 


Ms. Atkins: I personally do not feel the remedy -- I 
have only negotiated once, so I am not speaking as a 
trustee, I do not know if it is legitimate for me to be 
speaking, but I do not really have the feeling that the 
trustees have nothing in mind but the mill rate. I think 
most of them, from my experience, they are really dedicated 
people who care about the students and the mill rate is not 
something that is uppermost in their minds, or even getting 
re-elected. 


Mr. Callahan: I am not offering that as a criticism, 
I am just saying that the matter is more complex, it is not 
just a one-sided issue obviously. 


Ms. Atkins: No. 


Mr. Callahan: My colleague earlier had suggested 
something specifically in that Act to say, to put the 
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responsibility in a mandatory fashion on both parties COs 1 
do not know whether you can legislate people's motives or 
their ideals - but to cover the situation of perhaps those 
people, and I am sure they are in the minority, who perhaps 
are more concerned about the question of their own 
advancement as opposed to the students’. 


It certainly appears, and I think your brief addresses 
it, that the real issue is what is the purpose of education? 


Ms. Atkins: Yes. 


Mr. Callahan: I do not think that even requires an 
answer. It is obvious that the students' best education and 
best opportunity should be at the focal point, not just from 
the standpoint of the student, that is most important, but 
also from the standpoint, as you say, of Ontario, Canada, 
its productivity and so on. 


Your colleague on the Board I think suggested 
something like binding arbitration. I am sure that in your 
brief period as a trustee you recognized that, I do not know 
whether it happens at your level, but certainly when I was a 
municipal council member, any time somebody mentioned going 
to binding arbitration everybody got white, shocked and 
their hair went white -- 


Ms. Atkins: I read the Matthews Report. 


: -- because they were afraid that the 
result would be far more tramatic than negotiating perhaps a 
settlement themselves with the teachers. 


Have you given any thought to the alternatives other 
than binding arbitration, or the present situation? 


Ms. Atkins: Well, I know it is a problem. I read the 
Matthews Commission report and in there it stated that, you 
know, arbitrated settlements are usually, or tend to be 
higher than negotiated ones. I think perhaps the - I may be 
contradicting myself and if I am you will have to forgive me 
because is a complex issue and it takes a lot of thopght — 
but perhaps the final offer selection route might be the way 
go, where each group has to put what he wants on the table; 
work out what he thinks will most likely be accepted; get it 
out on the table and then a third party picks one or the 
other. That would force people to make realistic 
presentations, because if it was totally out of line it 
could not possibly be accepted. 


Mr. Callahan: Mr. Davis has just raised his hand, so 
I am going to anticipate his question and I am going to ask 
you. You are obviously as a trustee now and also in your 
following of the whole system over the ten years or so 
since, or fifteen years since 1970, there has been a 
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tremendous erosion of the province's contribution towards 
the cost of education. 


I considered that in the various elections I ran in, 
perhaps in a machiavellian way, that this might impact on 
some trustees in feeling that because you have withdrawn 
your level of support, why should we be the whipping boys? 
We will negotiate, and if a strike occurs then the Province 
will have the tin can tied to their tail to legislate the 
teachers back to work. 


I think you are aware that that all occurred during 
the last fifteen years, the reduction in the province's 
contribution. That must have a significant impact, I would 
imagine, on your negotiating, on the funds you have 
available to negotiate? 


Ms. Atkins: I believe Mr. Bowes will answer. 
The Vice-Chairman: Go ahead, Mr. Bowes. 


Mr. Bowes: Mr. Bryan Downie was a fact finder before 
he was Chairman of the Education Relations Commission, said 
in a fact finder report, another public document: "The 
ability to pay is not in question because the trustees can 
just requisition the money from the municipality." And that 
is a: public statement from Bryan Dowie as a fact finder when 
he was not Chairman. He said, "The ability to pay is not in 
question here at all" in his fact finder's report to our 
Board. 


Mr. Callahan: I am not sure that I would necessarily 
concur with that statement. 


Mr. Bowes: No, neither would most people, but that is 
another example of your fact finding. 


Mr. Callahan: I think in the political realities 
trustees are elected representatives. If the mill rate is 
too high, the municipalities are getting a little wiser now, 
they break down their tax bill to show that they are not the 
boogie-man, but that "x" number is education, "x" number is 
cities. 


Mr. Davis: Municipal background. 


Mr. Callahan: So, you are really more or less exposed 
in the election that takes place for trustees if the rate is 
too high. On the other side of the coin, I suppose, is the 
quesion of what my colleague said, and I reiterate again, 
that perhaps there should be a more definitive statement 
made that the subject of this entire excerise should be the 
children and their education. 


Moe Atkins: That is right’ - That*is "what bothers *me. 
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I listen to all these technicalities; and I listen to all 
this talk about the teachers, but what about the kids? 


The school system is set up and, goodness sakes, look 
at the income secondary teachers have: $45,028. Do you know 
that the average income for male and ferale university 
graduates in other occupations in Ontario in 1985, $41,886 
for males, $24,280 for females. Those are the average 
incomes for male and female university graduates in Ontario. 
For high school teachers, $45,028: that is $4,000 above the 
average income for males in Ontario; $17,500 above the 
average for women with the same qualifications. Look at the 
incomes for the rest of the taxpayers, I have those here 
LOO. 


Mr. Johnson: Do you have politicians' salaries? 


Ms. Atkins: Teachers' incomes are far, far above the 
average; far above the average for the ordinary taxpayer, 
and high school teachers' are well above that. College 
teachers, $38,790. And teachers have twelve weeks of 
vacation, that is not taken into consideration. I mean, 
teachers have so many benefits over and above those of the 
average citizen. And yet, all I ever hear about is 
teachers' rights. Why do we have a school system? It seems 
to me that the school system has got so out of whack that it 
is now a place-for adults to make a good living and be 
secure. The central focus of our education system seems to 
me is not the students any more. 


Mr Callahan: . Just. one. final. if .-could -~itoucnat. 
Surely you are not suggesting, though, that good teachers, 
again in line with the fact that it® isthe child and his or 
her education that is foremost, should not receive 
commensurate -- 


Ms. Atkins: Oh, no, I think a good teacher is worth 
every penny of that and more, they really are, you know. ui 
am not saying that is high necessarily. It is not high. If 
the teacher is doing a good job he is earning every cent of 
that and more; I do not object to that at all. 


My concern there was that, you know -- do know that 
Our teachers, this is an educated guess, but I think we have 
the most highly paid teachers in Canada and our incomes here 
are about six or eight thousand dollars above those of 
teachers in the States. I think the only place in the world 
where they have higher incomes for teachers is Japan. I 
think the teachers' salaries are a touch higher there, but 
their class sizes are three times what ours are. 


; So, what I am saying is, our teachers are the most 
highly paid in the world and yet our education system is 
very inefficient. In West Germany they have a 10 per cent 
failure rate; we have a 40 per cent failure rate. There 60 
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per cent of their students, at least, leave school with job 
training; here 70 per cent of ours leave school without job 
training. I am not saying the incomes are high per se; I am 
saying they are high for what we are getting. 


Mr. Callahan: Well, just to close by you giving you 
some final piece of food for thought: to confirm that. In 
the Unitied States, I know of a young lady who graduated 
from a Catholic university summa cum laude, applied for a 
teacher's job and the highest pay she was offered was $8,000 
and she is not teaching as a result of it. 


Ms. Atkins: Their salaries are shocking in some 
places, I know, like $16,000 in Louisiana for a teacher. 


Mr. Callahan: Mind you, that was U.S. 
Ms. Atkins: I am not saying they are high per se. 
The Vice-Chairman: Before I go to Mr. Johnson, are 


you suggesting that we treat the education providers like we 
treated the health providers a few months ago? 


Mr. Callahan: Mr. Chairman, I always that chairmen 
would have been non-partisan. 


. The Vice-Chairman: Mr. Johnson? 


Mr. Johnson: I do think that the Chairman is 
non-partisan. 


The Vice-Chairman: Thank you 


Mr. Johnson: Ms. Atkins, I, too, would like to 
congratulate you on your brief and the amount of effort that 
you have put into it and your dedication. 


I had the opportunity to serve for ten years as a 
trustee in a small local board many years before we moved 
into the new education system of teaching school; whether 
they are better or not I am not sure. 


Mr. Callahan mentioned a question about school 
trustees, some being concerned about mill rates, some the 
students. I think that was the case when I served and it is 
the case today. You have both types of trustees: some being 
too concerned with the dollar and others concerned for the 
student. I think that is an individual's make-up. 


In the days that I served, I think, the teachers 
deserved more than they were receiving at that time. 


Ms. Atkins: Oh, absolutely. 
Mr. Jobnson: And maybe that is one reason they are 
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getting what they are getting today because gts. BeBe | 
catch-up progress. 


I feel that the teachers' salaries are fairly high, 
but, in a sense, does that not then encourage the better 
people, intelligent, the gifted people to go into the 
education system? 


Ms. Atkins: Some, yes; others, no. I recall when I 
was taking -- I took several university courses at York 
University and most of the people in the class, during '80 
and '85, most of the people in the classes were teachers and 
I was just appalled. They were taking three university 
courses in one summer session. And they had no problems 
with saying, "Well, this will boost me up a couple of 
categories." And there is no way they could have learned 
much from those courses, it was just a matter of money, you 
know. And some said that they had managed to get into 
teachers' training courses by making a point of getting the 
type of summer job that looked good on the application. I 
heard one of them say, "Well, you know, once you are in you 
are okay because the union will look after you." 


There are lots of dedicated... I am not knocking the 
whole profession, I have seen lots and lots of really good 
people. There really is not a mechanism to get the poor 
people out. There is not a good enough mechanism to get the 
poor people out. And then the business of seniority. I 
think firing good people and giving their jobs to those who 
are less qualified, that is very alienating. ! 


I read in one OISE study that public satisfaction with 
education is down 35 per cent, and I think a lot of it has 
to do with that sort of factor. I read these newspaper 
articles where this tremendous science teacher was fired. 
He has gone to the Bahamas or some place and he cannot be 
replaced. * That science Jab inthe high school was put’ in 
thene.-—rathindescience labewas put into stheshigh school 
and then the only teacher who was quailified to teach the 
students in that class was fired. I have the newspaper 
article in my case. There is nobody left in school capable 
of using that science lab. That is shocking. 


Mr. Johnson: I just have one last question. I am 
from Wellington County and we had the teachers' strike just 
a few years ago, 51 days. There are many small town schools 
and I know many of the teachers personally, and quite 
frankly, I do not know any of them that like the idea of a 


strike. 
Ms. Atkins: No. 
Mr. Johnson: Most of them are very dedicated people 


and they are just as disturbed as the board to have to have 
to resort to strike action. 
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I would like to just ask you one question: The Board 
asked for a study of the effects of school strikes. The 
Minister of Education has, to this date, been trying to 


Support this. In your opinion, would such an impact study 
be of some benefit? 


Ms. Atkins: I think it would be of tremendous benefit 
especially if it were made known to the public that it was 
available. I know the ERC was, in conjunction I believe 
with the University Waterloo, going to do a study of the 
Wellington County strike, and that fell through because they 
could not agree on criteria and nothing has come of it. 
There are strikes right now in the separate school system 
and what better chance to, you know, push for it. I wish 
somebody would push for, you people would push for a study, 
and then you would have more to go on. 


Mr. Johnson: Thank you. Thank you, Mr. Chairman. 
ane-Vice~Chaitman: Mrs. Bryden? 
Ms. Bryden: Thank you, Mr. Chairman. 


I would like to congratulate Ms. Atkins for appearing 
and taking her democratic right to tell the Committee what 
your views are because that is part of the process - 
democracy. 


One question that bothered me is that you are very 
concerned about the dropout rate and the failure rate under 
Our present system, but you are also concerned about the 
effects of when enrolment declines of having to lay off 
people. And the seniority thing, some well-qualified people 
are laid off who are particularly suited to a particular 
area. 


The problem is: What is the other alternative? How 
do you pick and choose who should be laid off? I have one 
Suggestion that instead of laying off in cases of declining 
enrolment that you experiment with redirecting the talents 
of the surplus teachers into trying to reduce that dropout 
rate and enrich the program. Reduce the class size because 
Maybe that would work and maybe we would get the young 
people more involved with better basic training when they 
came out. 


I do not think the comparison with Japan is too 
helpful because their conditions are very different from 
ours and they may have different reasons for staying in 
school than ours have, or different motivation. So, I would 
just like to suggest that instead of the way we are dealing 
with declining enrolment, we consider using the surplus 
teachers until they are ready to retire. 
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Ms. Atkins: That would be very expensive. 


: Well, it might not be if you dropped your 
dropout rate as far as the education of this country goes, 
instead of them being on the streets without training. 


Ms. Atkins: The individual research you referred to 
is Dr. Herbert Walberg. And he stresses that a lower PTR 
does not necessarily lead to a higher quality education. 
And even MacDonald, in the MacDonald Commission mentions 
that also. He says that it is not necessarily the 
relationship between PTR and the quality of the education. 
No matter how small the class is, if it is not a good 
teacher, a quaulified teacher who cares for the students, 
then it is not going to make any difference. A good teacher 
could do a lot with a lot of students and a poor one cannot 
do much with a few. 


Ms. Bryden: A smaller class, of course, may be more 
suited to the teenager or people with special problems, or 
with the reasons for dropping out, motivations to drop out. 
I do not think that enough studies have been done on the 
size of PTR and the different kinds of students. 


Ms. Atkins: Well, changing the content of the general 
level courses is something that is called for in our society 
also. A lot of students drop out because they have found 
school to be irrelevant. They are not going to college and 
‘university and they are not getting any job skill training 
in high school, so they figure what is the use. And that is 
part of the reason. That is being dealt with OSIS and we 
are busy working on that, trying to make the material more 
relevant. That is why co-operative education is excellant 
where they can get out and into the labour force and learn 
something, and then when they come back to see what they 
learned and’ tying, the: two together. So, that twilbebevarbid 
pears Co-operative education, I think, is a tremendous 

BU pe | eben 


Ms. Bryden: I would agree with that. 

Ms. Atkins: -- for the students. And we are really 
pushing for that and that will be a help. And that will 
bring the dropout rate down. But, as I say, we really need 


the teachers to take a professional attitude to get the 
co-operative education thing working. 


Ms. Bryden: Yes. We need more teachers. 


Thank you, Mr. Chairman. 
The Vice-Chairman: Mr. Davis? 


_ Mr. Davis: Thank you, Mr. Chairman. Thank you, Mrs. 
Atkins, for coming and sharing with us. 
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On your last page, page 9, when you say, "Bill 100 
makes no provision for fair and ethical means of dealing 
with surplus teachers." In reality that is correct, but it 
also has led to some very innovative concepts across this 
province to deal with surplus teachers. 


Bill 100 in the Metro area finally led to the surplus 
pool of teachers which, at least, is a mechanism beginning 
to deal with that. And my colleague, Mr. Allen, and myself, 
in the Bill 30 debates were able to bring forth a piece of 
legislation which allowed for teachers to retire early. So 
that we opened up the lower end. To my knowledge - Mr. 
Allen may have more knowledge - but to my knowledge, a large 
number of teachers have taken that opportunity to retire 
early and not be penalized. So, the negotiating process has 
allowed that to develop. 


Mr. Chairman, it was raised several times by some 
colleagues that there was no consideration in Bill 100 for 
the rights of students. I would just point out that the 
Minister of Education, the then Honourable Thomas Wells, in 
a statement to the House, said that in ensuring that this 
legislation is based on a second set of three "Rs" - for the 
1970s - rights, reasons and responsibilites. In assuring 
certain rights to teachers and to school boards, we expect 
that the bargaining process will be carried out ina 
reasonable and responsible fashion by persons of good will 
and with constant reference to the heavy responsibilities 
each bears for the education of our young people in this 
province. 


I would go so far in my twelve years as a trustee, to 
say that both people, both groups, who negotiated in those 
processes, certainly held those kinds of objectives - even 
though it may have led to a strike - they were the 
objectives they held. 


I noted with interest that my colleague, Mr. Callahan, 
asked you a question about the intent of a trustee when they 
are trying to settle a contract and negotiate - which I know 
it is very difficult, and certainly sympathize with you in 
these more difficult times - suggested that the increase of 
the mill rate and the need to be re-elected is far more 
important to a trustee. 


I would suggest that perhaps a response could have 
been forthcoming to my colleague, who was a municipal 
councillor, but it is probably no more effective than it is 
for a municipal councillor when they make a decision on the 
services they are providing to a community and their area of 
being re-elected. 


Mr Callahan: ¢verecisely. 
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Mr. Davis: And when he talks about educational 
funding; and I think you raised a very important concern — 
about educational funding. I think what has happened is in 
the razzle dazzle of the last two years, some things have 
gone past and only trustees and school teachers are aware of 
it; and that is, that in the economic difficult times up 
until about 1982, the provincial share of educational 
funding in this province never went below 50 per cent <Piin 
the last 19 months, this government, who has indicated a 
commitment to education and to young people in this 
province, has declined the provincial share by -- 


Mr. Callahan: I have a point of order. 
Mr. Davis: -- by 4 per cent, Mr. Chairman, -- 


Mr. Callahan: That is not a correct statement to my 
knowledge. It went as low as 38 -- 


Mr. Davis: -- and placed it on the backs of the 
taxpayers and, in respect, passed it on to you to collect 
extra money from the taxpayers to meet the needs that you 
foresee in your brief. 


The Vice-Chairman: Is there a question, Mr. Davis? 
Mr. Davis: No, there is not, Mr. Chairman. 


Mr. Callahan: I would like a clarification in 
Supplementary to my colleague. Where did you get these 
figures, because they are wrong? 


Mr. Davis: Do you want to see them? 
Mie Cali ananssy No;, 1) = 


Mr. Davis: I will be glad to get them for you, Mr. 
Callahan. 


Mr. Callahan: No, they are wrong. 


The Vice-Chairman: I will ask Mr. Pollock to ask the 
last question. 


Mr. Pollock: I, too, want to compliment you on your 
brief. You say that 40 per cent of the students leave 
before graduation. Has there been any check ever done on 
those students that leave as to their standard, their 
quality, or their IQ tests? Were they exceptionally 
brilliant students that left or were they students that were 


possibly going to make it in the long run? Has there been 
any check on that? 


Ms. Atkins: There has been a lot of educational 
research done. These students who are dropping out, some of 
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them certainly have limited ability; but a great many of 
them are perfectly capable of handling the work. A lot of 
the problem, you know, with the dropout rate has to do with 
the fact that our education system has been very 
academically orientated. 


It has been set up for the students going on to 
university. And it has always been like that. Only about 
30 per cent of our students go on to college and university 
and that percentage has not changed, and that is higher than 
it was. There has always been an academically orientated 
system and the parents are partly at fault, too. They say, 
well, look, we want you to go on to university, so you had 
better keep all our doors open. You had better take 
advanced level courses. And the teachers say oh, yes, 
university is a great thing. You had better keep the doors 
open, take advanced level courses. 


So, the kids go into the advanced level courses and 
they cannot hack it. And John Fraser did a study of high 
school education 1979; he had a four-month leave of absence 
from his job. And that is an excellent study. He found 
that in the grade 12 math class 60 per cent of those 
students had begun in the advanced level courses and then 
they failed and they had to drop back. Well, you see, that 
is very damaging. 


Failure is extremely damaging to anybody's ego whether 
he is young or old. These students, once they start feeling 
that they are failures, they cannot hack the advance level, 
then that affects their ability to achieve in any area and 
that is part of the problem. 


That is why I say we have got to move toward 
co-operative education and technological studies, because 
Many students are not just that academically oriented. And 
it is a good thing they are not because.... I know of a 
study that showed - it was on students’ aspirations. And 
this researcher found that if all of these males, if their 
aspirations came true, 75 per of the males in the labour 
force would be in white collar jobs. 


We have got to get away from that whole academic 
orientation and really promote technological education, 
co-operative education, and get the kids thinking along 
those lines. And educate the public, so that the parents 
are not saying, "Well, look, Johnny, you have got to go into 
the academic feild." We have to upgrade the image of 
technological education, co-operative education, to get more 
of our students going into these courses, for which they are 
suited both by talent and interest. We need skilled 
workers. 


I read a statement, in Canada and the Unitied States 
we are not training enough skilled labour. And Walter 
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Light, who is the Chairman and Chief Executive of Northern 
Telecom, that is one of our really international companies, 
he said that in the long run this failure to train skilled 
workers could do more to undermine the North American 
economy than the combined effect of the interest rates, the 
national debt, and the activities of our foriegn 
competitors. 


So, we really need to get moving on a more practical 
form of education, especially in our high school system. 
That is why I feel so strongly about the professionalism 
because the teachers really have got to put their backs into 
it, you know, if we are going to steer the kids who are not 
oriented academically. 


Get them into the right courses. And that means, you 
know, counselling in grade 7 and 8 so that once they get 
into high school they pick the right courses. There is so 
much that needs to be done and we are only going to get it 
if we have that professionalism. That is why I hate to see 
us wasting time on all of this collective bargaining. It is 
taking up so much time and energy. OSIS is the third 
attempt in 25 years to make the high school system 
practical. We had the Robarts system in the early '60s; we 
had the credit system in the late ‘60s and ‘70s ; now we 
have got OSIS. If it fails, what else is there? This is 
really going to damage the credibility of the public 
education system if OSIS fails. Where are we going to go 
after that? ; 


Mr. Pollock: What you are saying in one way flies in 
the face of what has been the experience with the people 
that are involved in small business, because they seem to 
indicate that somebody who gets involved in small business 
from the ground up, that he is more likely to make it than 
some whiz kids coming out of university jumping into that 
business and thinking well, he knows all the answers, and 
eventually he goes bankrupt. 


Ms. Atkins: Absolutely. I am not saying we should 
have more kids going to college and university. I say no, 
we do not. We need more kids taking practical training in 
high school; we need to get them out into the businesses 
that you are talking about. Get them into an 
apprentice-type program, so that when they step... 


In Germany 60 per cent of the kids take 
apprentice-type training in high school. The way they have 
their system set up they can only pick an occupation where 
there is need; for example, if the kid wants to be a 
watchmaker there has to be a watchmaker who wants an 
apprentice. They are out in the labour force sform about 
three days a week and they are in school for the other two. 
When graduate, they are fully trained for the labour force 
and they only have about 10 per cent of their students 
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dropping out. 


I read a study by Alberta educators who went to West 
Germany and they said that one thing that really struck them 
was the sense of purpose in the schools. There is a real 
sense of purpose. The kids knew they were there; they were 
getting something worthwhile; they knew when they got out of 
school there was a job waiting for them and they were there 
and they worked hard. So, I agree with your point. We need 
to get them out and let them do something practical. They 
are bored stiff a lot of them in school. 


Mr. Pollock: Thank you 
The Vice-Chairman: On that, Mrs. Atkins, thank you 


very much. 


Ms. Atkins: All right. I feel better just having a 
chance to say something. 


The Vice-Chairman: Mr. Bowes, we appreciate your 
Support and we want to thank you, again, for coming in front 
of the Committee. 


Ms. Atkins: Thanks a lot. 
The Vice-Chairman: Members, can I have your attention 


for a few seconds? 
Mr. Davis: I have a question. 


The Vice-Chairman: Go ahead. 


Mr. Davis: Mrs. Bryden asked for a piece of 
information which I thought was interesting. It was eight. 
Could we have also the boards that asked for it? Would it 
be possible to get from the ERC - and you may want to go 
back further, Mrs. Bryden, but I think what you are looking 
for is an important piece of information: How many boards 
asked the ERC or requested from the ERC jeopardy hearings? 
And I only went back to 1980, but you may want to go back to 
'75. Could we know what boards they were and the rationale 
for turning down the request. And could we also get from 
the ERC, Mr. Chairman, the criteria they used to determine 
the jeopardy hearing? 


The Vice-Chairman: Mr. Nigro is taking is taking 


notes. What I have also is a motion by Ms. Bryden. 


Ms. Bryden: Yes, Mr. Chairman. I wanted some 
information just on the general picture of strikes and 
non-strikes, so I have drafted a motion. I appreciate what 
you have just said; I think we do need more information on 
the jeopardy. And I hope that will be also part of our 
request to the research department. 
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Mr. Chairman, I wanted to move that our researcher 
provide Committee members with an analysis of the incidence 
of strikes during the period covered by the School Boards 
and Teachers Collective Negotiations Act, showing for each 
year: one, the number of strikes, tota” number cf collective 
bargaining negotiations; two, regarding strikes, date, 
location, elementary or secondary, duration, number of 
boards involved, number of teachers involved, number of 
students affected, method of settlement, i.e. voluntary 
arbitration, final offer arbitration, legislative 
intervention or other. 


I think if there is anything else that you wanted to 
add;) thisiis) the: timesto add it. 


Mr. Johnson: I will second Mrs. Bryden's motion. 
The Vice-Chairman: Any discussion? 
All in favour? Opposed? Carried. 


We will adjourn until tomorrow morning at 10:00 a.m. 
The same room. 


The Committee adjourned at 12:45 p.m. 
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CONSIDERATION OF REVIEW OF THE SCHOOL BOARDS AND 
TEACHERS COLLECTIVE NEGOTIATIONS ACT 
(continued) 


The Vice-Chairman: Good morning ladies and gentlemen. 
Welcome to the Government General Committee. 


We will get right on with our first presenter this 
morning. But before I go ahead I would like to ask the 
members to be succinct and ask questions in the briefest way 
possible because we have a full morning and we cannot afford 
tO “go too much past 12 o'clock. 91 would? likesyour 
co-operation, if it is possible. 


Our first presenters are from the Durham Region Roman 
Catholic Separate School Board. Mr. Ivan Wallace, Trustee; 
Sally Longo, Trustee; and E.J. Lagroix, Director of 
Education. 


Amel ragnts. 
Mr. Wallace: Yes, sir. 


The Vice-Chairman: Welcome. When you are wish to 
start you may go right ahead. 


Mes Wallace: = Thank you, Mr. Chalrman.= Mus. Luongo, 
Trustee Longo, will not be here today, something else came 
up Gin? her life’. 


I am Ivan Wallace, the presenter today, and I am a 
trustee and currently Chairman of the teacher/board 
negotiation team on behalf of the trustees. 


Dr. Baril Lagroix, to my left, is the Directorsor 
Education. 


We have submitted our written proposals, and I don't 
intend to read them through. I realize that you haven't had 
the opportunity torsee them berore, sbutea sintendeto 
highlight each of the sections that we refer to here. In 
Our introduction we introduce our board, and we are probably 
a medium sized separate school board in Ontario; sixth or 
seventh or eighth in terms of size. 


In our introduction we point out that our board is, we 
feel, one of the boards in Ontario that is most comfortable 
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with labour negotiations. We are headquartered in Oshawa, 
and many of our trustees and teachers and staff grew up in 
an industrial town with General Motors and UAW, now it is 
CAW. We are very comfortable with labour management 
negotiations and the whole procedure. We see ourselves as a 
very moderate board, we are not radical in any way. 


In our first clause we discuss the right to strike and 
lock-out, and we believe, and even firmly believe, that the 
teachers should continue to enjoy the right to strike. We 
see that strike and lock-out is perhaps not a preferred way 
to conclude a set of negotiations, there does need to be 
some concluding force on the negotiators for the two 
parties. If the two sets of negotiators are unable to find 
the contract, there needs to be some way to make them find 
the contract that is always contained within a set of 
negotiations. We think that if both parties are 
responsibile, then the right to strike and lock-out should 
be continued. We are concerned about the lengths of 
strikes, and we will discuss that in a moment. 


We also include on page 3 a synopsis of some of the 
strikes in the education system referring to the length of 
time. We are concerned about the length of time under this 
act of strikes in the education system, and we believe that 
it is a direct result, however, of protracted negotiations 
themselves; a certain level of acrimony will have developed 
in the negotiations by: the time we reach a strike situation 
or a potential strike situation; and we believe that the 
length of strikes, if they are to occur in the future, could 
be shortened for the benefit of all if we can find a way to 
shorten negotiations. 


Under work-to-rule, our clause 2, we are saying there, 
and in the strongest possible language, that we believe that 
the work-to-rule sanction that is presently available to the 
teaching bodies should be eliminated. They should not have 
thes right to *work—to-rile.- There are four” principal* parties 
to a set of negotiations: The teachers, the trustees, the 
parents and the students. The body that has the least 
power; that is, the students, are the ones that are most 
seriously and adversely affected under a work-to-rule 
situation. It provides little pressure on the trustees 
immediately to find a settlement. We do not see that it 
provides the normal pressures on the teacher body to find 
the settlement, and we are concerned that a work-to-rule 
only adversely affects the students and they don't have much 
of a say in the negotiations. 


Under protracted negotiations, page 4, our clause 3, 
we discuss there that under the Ontario Labour Relations Act 
most contracts are negotiated in a short period of time, one 
to three months and certainly all of them, almost, in less 
than nine months; whereas, trustee/teacher negotiations, the 
normal is 12, 14, 16 and 18 months. Part of the reasons for 
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that are the incredible number of steps that are available 
under the present bill and must go through with fact finding 
and mediation and on and on, and there is no impetus in the 
present legislation for short-term negotiations and a ready 
solution. 

I have negotiated on behalf of the board on many, many 
occasions. I have been a trustee since 1964, and one of the 
things that I do do on the Board, from time to time, is be 
one of the trustee negotiators. It has always been my 
experience that there is an awful lot more action in 
negotiations in the last 12 hours than in the previous 12 
months. We feel that there are ways to accomplish shorter 
negotiation. 


Fact finding, page 4, our clause 4. We believe that 
fact finding should be abolished entirely. I was certainly 
one of those that felt thatvprior «to Billsl00ecthateitewe nad 
a ready avenue for the information that was contained in the 
negotiations to become available to our parents that it 
would be a panacea and it would solve all of problems of all 
of the boards in Ontario as soon as they found out what was 
going on here. It has been our belief since then that not 
only were the people that wrote fact finding in, but I 
personally was in great error at the time. 


Fact finding almost always introduces a delay of 
approximately two months in negotiations. We are we well 
aware that under Bill 100 there is no obligation to stop 
negotiations once the fact finding process kicks in. 
However, from a practical standpoint, almost all sets of 
negotiations cease immediately and our energies are directed 
to the preparation of the material to submit to the fact 
finder, then we wait for the fact finder's report because we 
certainly do not want to negotiate away something that he is 
going to recommended that you were right on, so we sit and 
wait for two months. 


It also introduces a certain level of polarization on 
the part of the two negotiators, teams, because human nature 
being what it is, most of us look at the recommendations 
that are beneficial to us and say, ah ha, you see, we were 
right all along. And both sides are able to do that and it 
produces very little. We believe that fact finding should 
be abolished entirely from any new legislation. 


Mediation, our clause 5. We have been involved in 
mediation. The level of success of mediation frequently 
hinges upon the expertise of the mediator, himself or 
herself, as well as the level of successful negotiations up 
tosthe timesofemediation..) .1f ithescontractmicestill a long 
distance away, then the mediator may not be of great 
benefit; if the number of clauses are down and limited in 
their nature, then mediation can be a very successful 
routine. We believe so strongly in mediation that we are 
Suggesting that it should become a compulsory step in the 
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process as an alternative to the compulsory fact finder. 


We believe under our clause that if bargaining is not 
completed by a certain date, and we are suggesting October 
the 15th, then the teachers would have to accept the board's 
last offer or strike. We see as a logical conclusion for 
negotiations will be October the 15th and if they start by 
some time in February. There is no statutory requirement 
now to complete bargaining; we are suggesting that there 
eughtieco: beonewiethere pis: aicontractmin severy. setvot 
negotiations, it is there for the negotiators to find, and 
Six or eight months is clearly long enough for us to 
discover that spot that we all ought to be at. We think 
that by having a deadline, we are suggesting October the 
15th, that it puts the appropriate pressures on the 
negotiators on both sides to do their job. 


Clause 6 on page 6 is, we believe, an important 
recommendation of ours and, that is, it speaks to the 
membership of principals and vice-principals. In our case, 
the OECTA or AFO or in any of the federations. We find out 
of curiosity as residents, long time residents of Oshawa, 
and I am sure other industrial towns would be familiar with 
the procedure, and the curiosity we find is that the 
managers and the managed belong to the same bargaining unit 
and the same contract. 


We are familiar with the process in General Motors and 
most other plants that when a person gets promoted to a 
foreman situation then he automatically leaves the union and 
beeomeswasparteot sanother sbargainingeunits -Itsis simplhicit 
in our recommendation that they be removed not only for 
bargaining purposes, but they be removed from membership in 
the federations entirely. We are not opposed, and we would 
even be supportive of the principals and vice-principals 
being members of an appropriate bargaining unit rather than 
the one that they are now. What the appropriate bargaining 
unit would mean it is not clear in my mind at the present 
time. We don't know whether that means that they would be 
welcomed into the Superintendents Association or whether 
they would have an association of their own, but we would 
leave that up to others to decide. But we would be 
supportive of such a move. 


Our clause 7, voluntary arbitration and final offer 
selection. Voluntary arbitration is acceptable to us. It 
is not one that we would necessarily see as a successful 
conclusion to negotiations. I personally would prefer to 
have negotiations concluded at the negotiating table between 
the parties themselves. However, there are times that there 
needs to be some other mechanism to bring it toa 
conclusion. Voluntary arbitration seems to us to be the 
route. We are opposed to final offer selection in its 
entirety, and we would urge that it be deleted from the act. 
It is simply too dramatic and a dangerous gamble for both 
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parties to take, and we don't feel that thine -<Orner, 
selection has been successfully used. It hasn't been used 
in the 84/85 time, and my board in particular urges that it 
be eliminated entirely. 


Our clause 8, Education Relations Commission. We 
believe that the ERC has done an outstanding job in the 
publication of reliable and non-partisan bargaining Gata, 

We do understand that there needs to be a supervising body 
of some type to hire mediators to supervise the negotiation 
process and to maintain the new act whenever Lisicmin place. 
We are concerned, however, of the membership of the present 
commission and the handling of complaints in good faith, and 
the determining of the appropriate bargaining units and 
bargaining agents. Many parties in Ontario have lost 
confidence in the ERC and in its rulings. 


We would respectfully suggest that the cure to today's 
level of dissatisfaction would result that if the 
individuals that were appointed to the commission would have 
a broader range in labour relations experience and not just 
experience in the education sector, it would be very helpful 
to us. 


Our page 7, we have the 11 recommendations, and I 
would like to take the opportunity to read them out because 
they are the highlights of our submission. 


The ee one is that we believe very strongly in 
continuing the right to strike. We are also repressing, and 
I think I skimmed over it very quickly before, that the 
board should have the equal right to lock-out as the 
teachers have in a strike situation. We wish that you would 
abolish the work-to-rule; we wish that you would abolish 
fact finding; we wish that you would make mediation 
compulsory. It is a great desire on our part to have 
improved training for mediators, although I am sure that 
cannot be incorporated in any legislation. We would ask 
that you require bargaining to be completed by a fixed date. 
We are very sincere when we ask for the removal of 
principals and vice-principals from the bargaining unit 
where it should be viewed that that is not union bashing on 
Our part, we just think it would work an awful lot better 
for all the people involved. We ask that the continuation 
of voluntary arbitration; the abolishment of final offer 
selection; and, of course, the appointment of more 
experienced labour relation experts to the ERC. 


We include table 10 as our only exhibit, Exhibit A, 
which simply highlights under the Ontario Labour Relations _ 


Act most negotiations are concluded satisfactorily ina 
relatively short period of time, as opposed to our 
negotiations. Thank ‘you. 


The Vice-Chairman: Thank you very much, Mr. Wallace. 
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We certainly appreciate your brief and your straight to the 
point remarks. If you wish, we will have some questions. 


Pro Walace 2s eves, Sil. ee hank you. 
The Vice-Chairman: We will start with Mr. Pollock. 


Mr. Pollock: In your comment at the start that you 
agreed with the teachers' right to strike, and then you come 
along to the fact that you want to abolish work-to-rule. 


Now, I am not that familiar with union contracts. 
Does work-to-rule, is that written right into union 
contracts? How do you give them a right to strike and then 
take away a portion of what is in a contract? That is my 
question. Work-to-rule, is that written right into the 
DOLONnSCOncract ? 


Mi Wallace: = No, it-isn t. I don 't*believerchat it 
ever is. We have just experienced in the newspapers a group 
of teachers who were working to rule in York region, I 
believe, and what it does is that it -- well, we all know 
what it does, it takes away from the students the extra 
Curricular activities and counselling outside the normal 
school hours and stuff. 


I do not believe that it is ensconced in the present 
bill that they have the right, but we believe that the. _ 
proclamation of doing such a thing and then proceeding for a 
number of days and weeks to do this - it is an accepted 
practice and we think it should be addressed in the new 
legislation. 


Mr. Pollock: I agree with your comments that they 
should not be allowed to work-to-rule, because I think that 
in the long run it teaches the students to be rather 
rebellious, you know, if they see their teachers being 
rebellious and not doing their job, why then the student is 
only going to follow suit somewhere down the line. 


Mr. Wallace: Work-to-rule seems to be sort of a half 
strike. We believe that you either do it or do not do it, 
gel Onewitheit sore 


Mr. Pollock: You either go on strike or you do not. 


Mr. Wallace: -- not. We are not advocating strike; 
we are just saying that the right should be there. 


Mr. Pollock: I compliment you on your comments about 
changing your position on a fact finding person because, 
after all, not too many come in here and admit that they had 
One spPOsit ion atwonespanticuvar time wand reversed 1c. = You 
are to be commended for that. 
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Mr. Wallace: I am over fifty now and I have changed @ 
couple of views in my lifetime. 


The Vice-Chairman: Mr. Reycraft has a supplementary. 
Mr. Reycraft: Thank you, Mr. Chairman. 


Mr. Pollock, if I may, it is a supplementary to your 
first question about doing away with work-to-rule. What you 
are saying then: Is it realistic to assume that we could 
somehow require teachers to what they do not have either a 
statutory or contractual obligation to do? Isn't that what 
you are saying when you say do away with work-to-rule? 


Mr. Wallace: It is possible that some of our views 
are unrealistic and that may be one of them. However, that 
doesn't mean that by some process that work-to-rule could be 
considered as bad form. I am not clear because I am not a 
legislator, I am just a trustee. I do believe that there 
must be a mechanism through the federation and through ERC 
and through this House that a mechanism can be found that 
federations would not sanction work-to-rule and, therefore, 
they would not occur. It is not clear to me how that would 
could occur, it can be a guideline of the ERC and of 
federations. 


Mr. Reycraft: I guess I can see eliminating it as a 
recognized sanction, but I really cannot see any real-way .in 
which it could be eliminated. ; 


Mr = Pollock: If it was Written right in. tne, bili, 
would that not -- 


ihe Vice-Chairman: ,1t isjalready, Mr... Pollock, in the 
act. 


Mr. Reycraft: You cannot put something in the law 
that says somebody has to do what neither the law nor their 
contract requires them to do, and that is what work-to-rule 
is really. 


Thank you. 
The Vice-Chairman: Mr. Callahan? 


Mr. Callahan: I would like to clarify a couple of 
areas. First of all, I heard some astounding information on 
the radio last night whereby former Premier Frank Miller 
indicated that in 1970 and '80 the provincial government 
secretly. reduced, its, contributions to. the, educational, costs. 
I was really astounded because Mr. Davis yesterday was 


Suggesting that -- I think he was suggesting, anyway -- that 
that was not correct. 


I would like to ask you this question. I put this 
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simply as a hypothesis because I may be quite wrong. Ina 
trustee/teacher relationship, by keeping it in the same 
sense as the business world, the right to strike and so on, 
they really are different factors because you, as a trustee, 
Or a politician, when you are considering your budgets, 
guite obviously you have to consider them in the PIGnUL OL 
keeping the mill rate down to such a degree that it will not 
impact on your re-election. 


In addition to that, I suppose with a separate board, 
at least before Bill 30, if you wanted to compete 
effectively for industrial and commercial portions of the 
assessment you have to try and at least stay equal to or 
below the public school mill rate. 


Is that a fair comment up to that point? 
ME Woece: = eS, 1c iss 
Meee Fahans* Al er ign. 


The teachers themselves --' it is interesting, I talked 
to a lot of the teachers who have been terribly embarassed; 
these are teachers who are good teachers and professionals 
who are really concerned about their students, which in the 
main is the majority of them -- about going on strike 
because of the impact it has on their professional and 
career-related concern about kids. 


With both of those things being in play, does it 
really provide for an analogy to the typical collective 
bargaining process that we have out in the commercial world 
where the only person that suffers in a real sense, if they 
suffer at all, is the employer, and he probably passes it on 
to the people who are purchasing the product. In a very 
real sense in the educational field the people who suffer 
are the children. 


I think you would agree with that as well? 


Mr. Wallace: That is correct. 


Mr. Callahan: It seems to me that yesterday there was 
a suggestion by my colleague that although the act is geared 
towards the children, and we were assured that when the 
trustees are deciding on terms of the contract, be they 
monetary or whatever, and when the teachers are deciding on 
it, that the children's interest is really in the forefront. 
There is nothing in the act that specifically says that. 


mEhought about it overnight, and "it seems to me that 
in every other process in the law when you are talking about 
children -- I am talking about things like custody or 
access -- the law has always taken the position that the 
judge is the pater patrion of young people and, therefore, 
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the issue to be determined is what is in the best interest 
of the child as opposed to what is in the best interest of 
either of the competing parties. 


Do you think that if that was specifically put in the 
act as a principle, that it should be the guiding principle 
of both sides in terms of their bargaining? Even though we 
are told that this is what goes on, do you think that that 
would have any effect or, perhaps, bring this type of labour 
negotiation to a situation where it could apply to a teacher 
and trustee relationship? 


Mr. Wallace: No and yes all at the same time. I have 
been hanging around with trustees now in excess of 20 years, 
and I, and other trustees, repeatedly say that the reason 
that we do this; that is, be a trustee, is for the good of 
the children. I honesty do believe that the majority of us 
trustees firmly believe that. The teachers say the same 
things and I believe that they firmly believe that, at least 
the majority of them. 


Most people in the education business -- while we may 
be well paid or not, it just depends on your perspective of 
the day -- we honesty all believe that we are doing this for 


the benefit of the children in the Province of Ontario. And 
I am not sure that having that written into this type of 
legislation would alter our attitudes any, or that it would 
be productive: in. the. pursuit, of. thescontract..s0iteasithey . 
‘goal in. that legislation and in the set of negotiations; the 
goal is to find "the" contract that is agreeable to the 
negotiators. It may or may not be terribly acceptable to 
the balance of the board, or to the teacher body in general, 
Or to association groups, but there is somewhere in there 
where there is a contract. 


I am not sure that legislation principles would say 
what you have just said, that this whole purpose of this 
legislation is for the benefit of children in the Province 
of Ontario. I am not sure that that would be - it wouldn't 
be bad, but I am not sure that it would be terribly 
productive in the negotiating process. 


Mr. Callahan: I come from a municipal background, and 
I am sure anybody who was a member of a municipal counsel 
when they were negotiating budgets, usually what happened 
was the budget was set first, the mill rate, and then all of 
the budgets were scaled down to meet that objective, 
particularly in election years. That sounds very 
machiavellian, but I think that anyone who was being purest 
would agree that that is many times how it happened. 


I recognize that the trustees are in a different 
Situation and obviously have to look at different concerns. 
They should be looking at the interests of the child. Let's 
say that that is not in the act and you go to a mediator or 
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you go to arbitration, and it just turns out that the mill 
rate is significant in terms of its contribution to the 
overall tax dollar of the city, and that is one of the 
concerns. And that is a legitimate concern of the trustees. 
You have to look after the public dollar just as much as 
municipal councillors and as much as we do. 


If the overriding provision was a mandatory provision, 
Suchees"it ise—-"as Ivhave said, in the?cotirts whereta 
child's interest is concerned, that the child is the central 
issue, that the best interest of the child is the most 
Signit scanctrr cature —-Sisethat=not sort Of a halieway 
measure between denying them the right to strike, which I 
don't think would be appropriate, and perhaps one of the 
other alternatives, as one group suggested, take away the 
PIGne=tO strike’ and make it “binding “arbitration? +1 am not 
sure that that is a good route either, judging from some of 
the arbitrational boards. 


If you as a trustee were negotiating salary, where you 
were bargaining with the teachers for a salary and the 
teachers, equally, were bargaining with you, and they had 
that specifically in the act saying that that is a mandatory 
item, that is an item that the mediator would have to look 
at and if any other concerns arose that were not in tune 

with that they would be rejected because they would be 
--contrary to the act; or the alternative, when it went to the 
arbitration that any other evidence would be irrelevant. 
Would you not see that AS’ Als se, 


Mr. Wallace: Unless I misunderstand your concept, I 
would say that if we had before us (when we are talking 
about the dollar part) that the trustees would say -- if 
that was ensconced in the legislation that this whole 
process was for the benefit of the child -- that I would 
say, that is, the the trustees would say, that the reason 
that we are only offering you 3 per cent is to keep the mill 
rate down and that will benefit the children because their 
parents would send this child to this school as opposed to 
some other school. The teachers would say that the reason 
that we need to have the 9 per cent is for -- 


Mr. Callahan: Better teacher/pupil relationship. 


Mr. Wallace: -- the benefit of the students, so that 
we could hire better teachers and attract different teachers 
with different skills to your board; therefore, it would 
benefit the children. 


So, again, I just say that I do believe that both 
parties hold that as one of the principles for their 
Activities in the first place... Including it am the act 
would be fine, but I am not sure that it would produce great 
benefit to the negotiating process. I am not adverse to 
having such a principle included in the legislation, I am 
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just not convinced this morning that it would be a great 
benefit to the two parties that are doing the negotiating. 


Mr. Callahan: You agree with me, though, that there 
is an element, obviously there has to be an element in the 
negotiations, certainly on your side as trustees, that you 
want to not impact on the mill rate too significantly? 


Mr. Wallace: That is true, and it has been my 
experience that when our mill rate gets too high they cut my 
salary and cure the problem. 


The Vice-Chairman: Mrs. Bryden? 
Ms. Bryden: Thank you, Mr. Chairman. 


I would like to say how much we appreciate the Durham 
Board for bringing a brief here, and particularly in view of 
your particular experience of living in a community that has 
had collective bargaining as part of its bloodstream for 
quite a long time, in the industrial area. 


I recognize that you do accept the right to strike. 

But if the objective of the legislation is to minimize 
strikes and produce settlements, if they take away the 
work-to-rule possibility then you may have more longer 
strikes - may you not? - because the work-to-rule could be 
sort of a warning sign that negotiations are coming to 
possibly an impasse and that both sides should sit down and 
try..and.come £0, an agreement. 


I agree that it probably most seriously hurts 
Students, but it does hurt teachers who want to, as we know, 
give that extra, timevatter class or go that extra mile in 
doing their professional job. It also hurts parents who are 
concerned about their children's future, and whether they 
are getting the kind of education that they are paying for; 
and it concerns the community, because the kids may not be 
occupied after school and there may be problems in a 
community as well as the fact that the community is not 
getting the same quality of education. 


There is some virtue in the students being aware that 
collective bargaining hurts various people if it comes to an 
impasse and a strike. Maybe that is a plus that is not 
looked at as much, that the students are not aware that 
bargaining is going On if it is all behind closed doors. 
They may not realize what collective bargaining means in the 
educational process and, if they come from a city like 
Oshawa, they may be much better educated but in other cities 
and towns they may not be. 


So do you not think that work-to-rule should be 
retained in order to stave off long strikes? 
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: No, because I believe that the purpose 
of the act is to end the sanctions that are allowed within 
it. All are designed specifically to either assist or put 
pressure on the two teams of negotiators to find the 
contract that is acceptable to them. I do not believe, as a 
trustee, I do not believe that a work-to-rule edict that is 
functioning in my school system would necessarily put the 
kinds of pressure on the trustee negotiators that the 
teachers anticipate that it would. It is not the kind of 
pressure that a strike would put on the negotiators. 


When a strike occurs, and I have had the experience of 
one, and I was one of the negotiators during the strike 
and, of course, that suggested there was a failure on the 
part of the two teams of negotiators to find the 
satisfactory conclusion to the negotiations. Incredible 
pressure is brought immediately upon the trustees by the 
parents. The phone just rings all day and all night, and 
the pressure comes from not only off the phone but from your 
own family - whether or not you have children in the system, 
there is a lot of pressure involved, would you please do 
whatever is necessary to stop that phone from ringing, and 
that includes my spouse. 


So there is incredible pressure on the trustee to find 
a settlement, and I believe there is an equal pressure on 
the teachers, both economic and philosophical, to force 
their negotiators to move along and find the contract.. The 
work-to-rule just. does not do that. You can have a nice 
work-to-rule campaign for three or four weeks and it 
eliminates the basketball games and it eliminates the after 
hours counselling, but it is not evident to the trustees, 
and I do not believe that it is so evident to the teacher 
negotiators. When I say the trustees, I mean the ones who 
are at negotiations. 


We have an eighteen member board and there are three 
of us on negotiations. The other fifteen trustees are out 
to lunch as far as the whole procedure is concerned as well. 
We tell them what we think they need to know and then they 
are part of the pressure body on us, on the negotiators. 

All of these sanctions ought to be designed to force the 
negotiators to find the contract, and I simply do not 
believe that work-to-rule does that. It has detriment to 
the students and to no one else, really. 


Our goal, as we discussed here a moment ago, is to 
help the students, not to _hurt.them.-.at least. that. ought to 
be our goal. And work-to-rule hurts the student, and it 
doesn't put the kinds of pressure on the negotiating teams 
thatedachinks its oughtatol assay sanction: 


Ms. Bryden: Yesterday we asked our researcher to give 
us figures on the number of strikes and the number of 
negotiations without strikes by the board for the last ten 
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years, and perhaps we should also ask him to give us the 
number of strikes where work-to-rule was invoked and then 
how long the strike was after that and how long the 
work-to-rule was. I think that would be useful if it 1s 
possible to get that sort of figure, then we might have a 
better idea. 


I appreciate what you say, Mr. Wallace, but there are 
sort of two sides to it as to whether it really prevents 
strikes or whether it, as you say, makes it more difficult 
to get a settlement. With regard to the settlement, you 
want to speed up the process. But I wasn't clear what 
happens if by October 15th there is no settlement. Is it 
then compulsory arbitration? 


Mr. Wallace: There is an assumption here that some of 
the questions that we have had left open would be answered 
by others, but the conclusion of negotiations by October the 
15th would mean the closing of the system if there was not a 
contract. They would have to be built in a certain back-up 
time, the last offer of the board presented to the teachers 
and the strike vote, supervised strike vote, et cetera, et 
cetera. I see it as if we still do not have a contract on 
October the 15th then the system is shut down until such a 
contract is prepared. 


Ms. Bryden: It would have to be written into the 
legislation then what the next steps are? 


Mr. Wallace: Yes. 
Ms. Bryden: You do not have a specific proposal? 


MrssWallacesyi No, we dosnot; but thateisvonesor® the 
alternatives that we considered which we did not put in 
writing. But if you are going to legislate an end to the 
negotiations, then there has to be a process to take over 
from there; and shutting down our system on October the 15th 
because there was no contract would certainly -- a 
legislative shutdown of our system would certainly put a lot 
of pressure on the two parties to find a contract. 


_ Ms. Bryden: As you know, even legislation denying 
strikes does not prevent strikes? 


. Mr. Wallace: I am aware of that. But speeding 
tickets are also a problem for some of us. 


B : Just one final comment. You mention that 
the Educational Resources Commission should have a broader 
scope in its appointments, people with more knowledge of 
labour relations. I certainly support that. 


_ There was also a request from earlier delegations that 
their resources should be considerably improved so that they 
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can act faster on situations that come before them and 


requests for service. Do you people feel that they are not 
acting fast enough? 


Mr. Wallace: Our direct contact with ERC in recent 
history was limited to a charge on bargaining, lack of 
bargaining in good faith brought against our Board. It 
would not be unfair to say that there was a very lengthy 
process that took place to which there was no conclusion. 
The charge was withdrawn but it did go over a long period of 
time, and it was the damaging sword hanging over the 
negotiations. 


During the next couple months of negotiations we had 
this lack of bargaining in good faith charge against our 
board. Some of our energies were directed towards the 
defence of such a charge and the investigation appearing 
before the investigator, and all of those things. Had the 
thing been brought to a quicker conclusion, then it would 
have been helpful to the negotiations because there is a 
certain amount of bad feelings that exists on a personal 
level between the individuals who are meeting them on a 
regular basis because, you son of a gun, you have charged me 
with lack of bargaining in good faith, and now I have to 
direct my attention to that as well as the problem that is 
before us. So if the ERC was quicker in their responses to 
some of these things I am sure it would be helpful to us 
eile 


Ms. Bryden: Thank you. 
The Vice-Chairman: Mr. Johnson? 
Mr. Johnson: Thank you, Mr. Chairman. 


Mr. Wallace, on page 3 you mentioned the Wellington 
strike being 50 days or I think it was 51 days. Wellington 
is my riding and I was involved in that. 


I would like to just comment about your protracted 
negotiations. During that strike in Wellington, the 
Teachers Federation sent out a newsletter dated September 
the 25th. The strike started September the 16th and went 
into December and was only ended by legislation. 


Mr Waliacce=. yes. 


Mr. Johnson: On September the 25th the Teachers 
Federation sent out a notice saying: 
"Tt seems that face to face negotiation between the 
teachers and the board is the only way to end this 
strike. Professional negotiator, Michael McCleary, 
has been working on the board's behalf for the past 21 
months. If nothing can be accomplished in 21 months 
of talksiwith Mr... McCleary~.on ‘the job’ iteis%time’ for 
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the teachers and the trustees to negotiate without 
him. 


Are there occasions when personality clashes occur 
that some people, for whatever reason, just haven't the 
ability to overcome a personality problem that does cause 
delay? 


Mr. Wallace: Yes. Our board is a board that while we 
use the services of a consultant to assist the trustees in 
negotiations, the trustees are a part of the negotiating 
process, which may be a little differently than what you 
just read there. I sit at the table and I nod my head or 
shake it, as the case may be, and we do have face-to-face 
negotiations between the trustees and the teachers. 


That doesn't eliminate the personality conflicts that 
might arise, it may even heighten the opportunity for that, 
but it is true that at some other negotiations in my 
lifetime, and I have participated in a number of them, that 
calm reflection afterwards on some of the things that cause 
delay or a great moment at the time was as a result of 
personality conflicts between myself and one of the teachers 
Or between some other trustee one of the teachers. There is 
no way to eliminate that because an unintended slur given at 
this moment towards yourself may result in that very thing 
from occurring. There is no way that legislation can - 
prevent that. It is just "thems the breaks of the game",. 


I don't agree with the process that you had outlined 
where the trustees had no direct personal involvement 
apparently in the negotiation process. Our board firmly 
believes that the trustees are responsible and, therefore, 
they go-out and do the job; that.is>, that Iam one of the 
negotiators and Mrs. Langroix, who is not here this morning, 
we form a committee of three or four people of trustees, we 
seek advice from our staff, whatever staff it is, and they 
provide us back-up, but we do the negotiating. 


Mr. Johnson: I think the question that I would like 
to ask, Mr. Wallace, is I have been involved in sales and if 
you cannot make a sale in a reasonable period of time then 
it is time that you get someone else. If a negotiator 
cannot solve a problem in 21 months, would the board not 
consider that possibly they should be replaced? 


Mr. Wallace: Of course, human nature being what it 
is, if I was, as I am the the chief negotiator, if after 21 
months the board said to me,"Well, Wallace, it must be your 
fault." I would say it is his. It is almost guaranteeed 
that I would defend my position. 


I understand what you are saying very well, but when 


you are involved in what I would call a "hired gun" and he 
1s not doing the job for you, then get him out of town and 
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get a new one. My experience has always been that the 
negotiations are done by the trustee with whatever support 
that he could obtain. So I agree exactly that if the hired 
professional negotiator is not doing the job, if he is 
clearly not doing the job after 21 months, then there must 
have been some break down in the process of negotiations 
going on for 21 months; however, of course, it is never 
assigned one hundred per cent of fault. It is like a 
break-up of a marriage, usually one of the parties is not 
one hundred per cent at fault and the other one some sort of 
the same. 


Mr. Johnson: I do agree with that, and there is 
always two sides to every issue. I also feel that if the 
prime concern is the children, the students, then I think we 
will have to take a harder look at some of the people 
handling the negotiations and maybe take a tougher approach 
in how we treat them. If they are not doing the job then I 
get the feeling that maybe they should be moved on. 


Mr. Wallace: Hopefully our recommendation that a time 
limit to negotiations would satisfy, if that was ensconced 
in legislation, satisfy some of the concerns that you 
mentioned, sir. 


Mr. Johnson: In fact finding, you are very strongly 
in support of doing away with it? 
Mr. Wallace: Absolutely. 


Mr. Johnson: And you would bring mediation in under 
the -~ 


Mr. Wallace: Compulsory mediation as a time line that 
after so many weeks or months of negotiations that the 
process - that a mediator be applied to the negotiations by 
law. 


Mr. Johnson: One of the former presentations we had 
Suggested that a mediator could be brought in at the request 
of either party earlier in the spring. 


Mr. Wallace: Yes, we would agree to that. As well as 
the legislative time period for it, we would agree a 
mediator could be applied by wishes of either party. 


Mr. Johnson: My last question -- 
The Vice-Chairman: Just a minute Mr. Johnson. Mr. 


Reycraft has a supplementary. 


Mr. Reycraft: Thank you, Mr. Chairman. 


It is a supplementary to Mr. Wallace's comment about 
putting a limit on the length of negotiations. Do you have 
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any suggestions to put before us about when negotiations 
should start? The only reference I can find in your brief 
to time frame is October 15th when you suggest that they 
should that they should conclude at that time. 


Mr. Wallace: I guess that is an oversight on our 
part. We are satisfied with the present time, the start up 
time. 


36 e Ce ied anual vec 


Mr. Wallace: Yes. We are quite satisfied with that. 


Mr. Reycraft:: “Thank you. 
The Vice-Chairman: Mr. Allen has a supplementary. 


Mr. Allen: Mr. Wallace, I wanted to just ask you a 
question about the implications of putting a deadline in the 
negotiations. The way you phrase it is you would either 
have to accept the board's last offer or strike. 

Presumably, legislation that drew that kind of a deadline 
would not in fact cause a strike, it would enforce a 
provincial walk-out. It would in fact remove responsibility 
from both parties to negotiation for the consequences, in 
effect, and the province will simply shut down the system 
and say okay, bring it together again in some fashion. 


Can you see that maybe working? ~ 
Mr. Wallace: Yes. Because the result is that -- 
Mr. Allen: Can you see us doing it? 


Mr. Wallace: I wouldn't recommend it. If you think 
that you could, go right ahead and do it. 


I return to a couple of comments I made in the past. 


The whole purpose of this legislation -- not the whole 
purpose, but one of the purpose of the legislation and the 
whole purpose of the sanction -- is to bring reality to the 


negotiators. Sometimes negotiations just hiccup along in a 
fine fashion because we are all enjoying the process, 
sometimes get wrapped in the process as individuals, that 
is; it is swell to go down to the hotel, have nice meal and 
Sit for a couple of hours and chat away with these people. 


What we have to do is find the means to make me 
negotiate and conclude the negotiations, and time lines and 
Sanctions are apparently -- certainly in my Suggestion -- is 
the way to make me be more realistic. If it is my fault 


that negotiations are not going rapidly that they just 
hiccupping along. 


We look at other examples, and I keep referring to 
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General Motors, and I am certainly not an expert in General 
Motors or I do not work there, but all of my family and all 
of my wife's family do and we are very familiar subjectively 
with the process. They seem to have some sort of process 
that they say two months from tomorrow is the conclusion of 
the contract and that is the conclusion of the negotiations. 
They set up a time schedule and they find that they meet 
that schedule or go on strike, and it is a known factor 
before negotiations start up August the 15th, if that would 
be the date, is the day that we either have the contract or 
we have a strike. It is a model that has worked very well 
in industry since 1937 in Oshawa with some spectacular 
failures, of course, and it is a model that we look at with 
Great=comrort, 


s You really cannot conceive of the 
province shutting down a school system where the parties 
have not concluded a contract? 


Mr, Wallace: Not by some letter arriving from the 
Premier's office saying you are out of business until you 
settle this contract, but if the legislation says that the 
system -- 


Mr. Allen: If such a letter does not arrive, then 
what? I mean, then you really are in sort of limbo and 
nothing is really settled. I mean, your final date is not a 
final.date with any apocalyptic consequences that --- 


3° It is possible ,to,iind legisvation, I 
presume, that would do that; withdrawal of grants from the 
school board would certainly -- if you do not shut your 
system down and find a conclusion to your negotiations it 
would be a nice pressure point. 


Mr, Allen: I am not sure, the private sector/public 
sector model does not quite come together. It is an 
interesting idea, but, Mr. Chairman, I will leave it. 


The Vice-Chairman: Mr. Johnson, do you still have a 


question? 


Mr. Johnson: I would like to refer to the Education 
Relations Commission. In the Wellington strike, there was a 
good deal of concern about the length of time, naturally. 
One of the problems that I have, it is my understanding at 
the present time that there is no process EOE requesting 
jeopardy hearings if the Education Relations Commission 
decide there is no need for a hearing. 


Mr. Wallace: You catch me at a point that I -- 
because our only strike was nine days and it was 1976, and 
at that time we were not operating secondary schools. 
Jeopardy is not normally considered to be a factorsin 
elementary schools to the degree they are in secondary 
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schools. My experience with jeopardy, the invoking of 
jeopardy, is so limited that it comes from the newspapers 
and "so "on. “I am@not “really noU in“ aeposicCron ston-- 


Mr. Johnson: There is another board I think making 
presentation today, I could refer that to them. 
Mis Wailace:;eeves. 


Mr. Johnson: Thank you, Mr. Chairman. 
The Vice-Chairman: Mr. Lane, one short question, 


please. 
Mr. Lane: Thank you, Mr. Chairman. 


Mr. Wallace, I certainly have to agree with what you 
said about work-to-rule. I do not know whether we can 
legally get rid or not, but obviously it is detrimental to 
the students. 


ME eWallace ssn ihank your. 


Mr. Lane: On page 4 you say: "The parties have an 
incredible number of procedures to conclude before they 
approach the “hour of decision*."™  *i7think= the "hour, of 
decision" is what we are all looking for, and apart from 
getting rid of the fact finders, you really have not said 
very much about what you have to go through, the incredible 
number of procedures. 


Are you frustrated with the legislation? Is there 
some way that it could be simplified and the "hour of 
decision" could be come about much quicker if it was more 
Simple or plain? 


Mr. Wallace: Yes. The most significant one, we 
believe -= well, there are two. One of them is fact finding 
kicks in in September unless you able to persuade ERC that 
it is not necessary because you almost have a contract, so 
you can sweet talk the ERC into not appointing a fact finder 
to our negotiations for a period of about three, four, six, 
eight weeks; a nice long delay. And then you stop 
negotiating. 


So with the present system of the fact finder, we 
start negotiations and move along through the spring. Then, 
of course, we always adjourn for July and August for reasons 
that have never been clear to me personally, because I work 
in July and August the same as lots of other people, but not 
as a trustee and not as a negotiator. We just should get 
this wound up before the fact finder gets appointed would 
seem to be an attitude that is prevelant in some 
negotiations; that is some time in September or October or 
even on into the November. And then you stop for a month or 
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two while you dust around with him. You suddenly find that 


a whole year had lapsed since you began negotiations, and 
that. ns souneconcern: 


We think two things, maybe three. The elimination of 
the fact finder would speed up the process dramatically; the 
imposition of compulsory mediator, I would Suggest at a 
period around April to assist the parties; and the 
imposition of a time calculated, October the 15th, will 
shorten up negotiations and, presumably, get the job done. 


There is no reason that you could imagine, that I 
could imagine, why negotiations should normally take 13 
months and go 21 months. My goodness, when we were dealing 
with one-year contracts, as we have been doing ever since 
early in the seventies when inflation took off -- we now 
have a two-year contract -- we were in the curious position 
of having a legislated beginning to the new set of 
negotiations prior to concluding the old set of 
negotiations. 


In theory and in practice we had four teams 
functioning at the same time: we were still negotiating last 
year's contract, you might say last year's contract, and 
these guys over here were starting up a legislated beginning 
of the next contract when we had not even finished this one 
yet. That is not a silly supposition that it could happen, 
it has happened; and so we think that. there needs to be a 
shortening of the process, and our recommendations, we hope, 
-would lead to that. 


Mr. Lane: The only other question I would ask, in 
reading your brief you seem to be coming down on both sides 
of the fence about the principals and vice-principals being 
involved, and yet in your recommendations you take the 
principals and vice-principals out of the bargaining unit; 
so you must have agonized to get over that and yet 
eventually come down with that decision. That seems to be 
the feeling of a good many of the groups coming before us. 


In reading your brief I seem to think that you were 
saying - well, could it be either way - and yet in your 
recommendations you are taking them out. 


Mr. Wallace: I hope what you said was a 
misunderstanding on your part and not on mine, although I am 
always prone to that sort of thing. In the preparation of 
our brief on principals and vice-principals, we didn't feel 
that we were on both sides at all, or that we were hesitant 


atral-. 


We think that they have the right to bargain, that is 
clear, and that is in our concluding sentence. But I had 
hoped that we were very clear, that we feel that they should 
be eliminated from their federations -- they are union 
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now -- so that they are more managers than managed. If what 
we have written is not that clear then I apologize, but we 
feel very strong that they should be eliminated from the 
federations at this time. 


Mr. Lane: It was probably just my interpretation. 
Thank you very much. 

Mr. Wallace: It may have been my wording as well. 
The Vice-Chairman: Thank you, Mr. Lane. 


Mr. Wallace, I appreciate your brief very much. It 
was very interesting and brought on a lot of questions, took 
up a lot of “times “2 want "to “thank yourvery muchifor coming, 
once again. 


Mr. Wallace: Thank you, Mr. Chairman, and Members. 
Thank you very much. 


The Vice-Chairman: You are welcome. 


Our next ‘presenters are from they ScarboroughsBoard, of 
Education. Mr. David Owen, Chairman of the Board; and C. R. 
Mason, Superintendent of Personnel. 


Welcome Mr. Owen. 
Mr. Owen: Thank you. 
The Vice-Chairman: Please start whenever you are 


ready. 


Mr. Owen: Well, I had hoped that I could get you back 
on time by endorsing the Durahm Region Separate School 
Board's recommendations in their entirety. That is the way 
it started out. There are some differences of opinion on 
some items, so I am afraid I am going to have to go ahead. 


The Board of Education for the City of Scarborough 
considers the act to be basically sound. We are all working 
towards a reduced period of time for negotiations. In Spite 
of everybody's best intentions, the act in its present form 
works against that objective. 


I will refer you to the Provincial Review Report, 
Volume II, No. 3, 1978/79. The relevant passage that 
highlights the problem is included in our brief, and go. on 
to make the point that in the intervening years since '78- 
79 the situation has not improved, the problems outlined in 
the report have continued. I would Suggest to you that no 
action was taken and we do hope that this is not another 
such exercise that we are engaged in now. 
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The effect of strikes and lock-outs on the education 
process. It is our opinion that a strike or lock-out does 
have a long lasting effect on students, in particular, and 
on the educational process in general. Such effects are 
difficult to measure in definitive terms but past experience 
appears to validate our concerns. It is a point that need 
not be belaboured, I am sure everybody will make that point. 


Should the application of sanctions continue to be 
part of the act? And we make the assumption that it would. 
We did not debate that too strongly. It would be our 
Opinion that the strike action or lock-out and school 
closing should occur at the commencement of the school year 
in an attempt to minimize the effect on students and school 
programs, and that is why we come to the shortened time line 
terminating at the start of the school year that we will get 
into in a moment. 


If a lock-out is required or a strike, and the 
question of jeopardy is something that we address, the board 
recognizes that the duties of the Education Relations 
Commission in this regard is spelled out, but we do feel 
that the definition of jeopardy needs to be clarified. 


On the time frame, then, as indicated in the general 
comments, we wish to focus our important energy and time in 
an effective and productive way within a reduced period of 
time. What we have come up with here is a schedule where 
the notice to negotiate would be given in March and that the | 
process would continue for six months, which should be long 
enough for anybody and would terminate at least to the point 
where an impasse has been declared by the lst of September, 
and the steps, we would assume, would continue because 
Options that are in the present legislation would be assumed 
at that point in time; whether you get into a mediated 
arbitrative settlement or whether you go to final offer 
selection or whatever, but at least the impasse is declared 
at that point in time. 


The recommendation, then, dealing with that on the 
next= page. S The Schools Boards. and * Teachers Collective” 
Negotiation Act be amended to reflect the time line for 
negotiations, mediation, the right to strike, the right to 
lock-out, and the right of a board to alter term or 
conditions of employment after rejection by the federations 
in the final offer, as noted above. And we do have to 
simplify matters a little bit on the final pages of our 
brief, the flow chart that rapidly portrays the time line. 


The scope of negotiations. "At the present time 
negotiations may be carried out in respect of any term or 
condition of employment put forward by either party", this 
is the wording of the act. This open-ended approach, 
without any limitations, encourages protracted negotiations 
which result in lengthy, complex collective agreements. 
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This is our present, this was the ‘85/86 book, it is 
140 pages, about the size of some decent novels. One of the 
reasons that it isi-that' big and. one sot, ithe reasons ,that 
negotiations take so long is the number of items that are in 
here that really probably should not belong in a collective 
agreement. Giving the open-endedness of the legislation, 
anything can be put on the table and short of being under a 
charge of bad faith bargaining one must consider them, and 
that obviously takes a long time. You put a hundred items 
on there and consider them, it takes that much longer. It 
is very simple to get a shorter contract, you just cut the 
book in half, a shorter negotiation time. 


What we are now presently engaged in very often, given 
the open-endedness, is that we are negotiating the quality 
of education; we are negotiating management rights; we are 
negotiating the ability to pay because we are negotiating 
the mill rate, the largest portion of our budget being the 
Salaries portion. 


So the recommendation then is the E 
j j j be amended to limit the 
scope of negotiations. 


On the fact finding, we come down on the side of the 
Durham Separate School Board. The committee that was 
instructed to prepare this brief were all individuals 
involved in negotiations since the introduction of Bill 100, 
anduthey ghad no trouble vat ,allecomingsatorthat.position that 
the fact finder should be removed; that is the collective 
experience of everybody that has been involved in 
negotiations under Bill 100 with the Scarborough Board. The 
position or the conclusion just went without saying, and I 
won trelaboratevonsit. §That.recommendation; thenyriscthe 
discontinuation of the fact finding process. 


The next item, the bargaining unit, really presents no 
particular problem in Metropolitan Toronto, in that there is 
an agreement of the two elementary federations that they 
Will negotiate, they will engage in combining negotiations. 
However, there is a potential there and I will not enlarge 
on it other to make the recommendation that it might be a 
good housekeeping change to the legislation. 


The principals and vice-principals. I will take your 
question, Mr. Lane, and say that we were on both sides of 
the fence, and there was a lot of discussion around this. 

We came on balance on the side that said that principals and 
vice-principals should remain in the federation. It is not 
an easy question and one could certainly get caughtsupein 
the emotion of experience during negotiations and 
particularly during a strike, and how one views this 
question. But as I say, we come down very firmly on balance 
on the side of recommending that they remain inside in the 
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collective bargaining unit. 


Phe -rrohte cLomstrike and, the right to lock-out. Within 
the act, and I am going to presume some questions here in 
having heard the last delegation. Within the act the 
definition of strike includes work-to-rule. That is Dan. OL 
the definition of a strike. However, it is different in the 
respect that one cannot apply a sanction if somebody does 
work-to-rule. One cannot withhold salary. So we feel very 
strongly that given the fact that it is presently defined as 
a strike, that there needs to be some changes. 

The question of work-to-rule really is a philosophical 
question. We take the philosophical position, which I am 
Sure we could debate, but we believe that it is the nature 
of the job that the professional responsibilities are not 
defined by rules and that one cannot work-to-rule and remove 
any of the services that one generally expects as being part 
of the professional duties and responsibilities of the 
teacher. 


What we are saying, then, is we should certainly be 
allowed to apply the same sanctions in the case of the 
work-to-rule, whatever that means, as one would be able to 
exert in the case of a strike. 


Given the special status of Metropolitan Toronto under 
Bill 127, which also impacts on negotiations, we are 
recommending the elimination of selective or rotating 
strikes and we want those sanctions limited to universal _ 
action, that that may require special attention, given the 
Special status of Metro. 


The recommendation, then, is that the School Boards 
Ss LV lati be amended to grant 


a board the right to lock out teachers at the same time as 
teachers may strike and to prohibit selective or rotating 
strikes limiting such sanctions to universal action, with a 
note that maybe special attention has to be paid to 
Metropolitan Toronto. 


Partial withdrawl of services, I have already talked 
to that, so I will just jump straight to the recommendation, 
and that is that the r r Q ive 
Negotiations Act be amended to eliminate work-to-rule as a 
form of sanction, and that section 68(5) of said act be 
amended to read as follows: 


A teacher shall not be paid salary in respect of days 
on which, 

(a) the teacher takes part in a strike; or 

(b) the teacher is locked out; or 

(c) the school in which the teacher is employed is 
closed pursuant to subsection (4). 


I think I am open to questions. I have gone through 
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this as quickly as possible. I am trying to bring you back 
on time. 


The Vice-Chairman: I appreciate it very much, Mr. 
Owen. I appreciate the fact that you went through it 
briefly too and went right to the main points. 


The first question will be from Mr. Johnson. 


Mr. Johnson: Thank you, Mr. Chairman. 


I wonder if you could deal with the question I asked 

the previous group. Education Relations Commission, page 2, 
you mentioned that such jeopardy must be proven, and herein 
lies the difficult task. And it is my understanding at the 
present there is no process for requesting jeopardy hearing 
if the Education Relations Commission decides that there is 
no need for a hearing and, further, the commission does not 
have to respond to a request for a jeopardy hearing. Is 
that your interpretation? 


Mr. Owen: That is correct, Mr. Johnson. One of the 
points we are making here and it is very hard to define, but 
one of the problems certainly is the definition of jeopardy, 
or at least the conditions that would produce jeopardy in 
May may well be different from the situation that would 
produce jeopardy in September. . And that may be one of the 
difficulties even for the commission to deal with. Each 
case has to be viewed on its own merits at the moment and 
nobody really knows what the rules are. 


Mr. Johnson: How can a commission make any 
determination if they do not know what the rules are? 


Mr. Owen: Well, I am not responsible for the 
Education Relations Commission. 


Mr. Johnson: I would hope that this committee is 
responsible for making recommendations that make some sense, 
and if there is a problem there we should be addressing it. 


Mr. Owen: I think we are suggesting one avenue where 
there is a problem; that is, the definition of jeopardy. 


Mr. Johnson: Did you have a comment in this? 

Mr. Mason: No. I could refer you to -- 

Mr. Owen: That is right. It is not clear, and if you 
want the reference I am sure you know, within the act, 
section 62 applies to the Education Relations Commission. 

"To determine at the request of either Panty or in 


the exercise of its own discretion, whether or not 
either\of- the parties! isxorswas negotiating in good 
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faith and making every reasonable to effort to make 

Or renew an agreement. Having done that, to advise 
the Lieutenant Governor in Council when in the 

Opinion of the Commission the continuance of a strike, 
lock-out or closing of a school, schools will place in 
Jeopardy the successful completion of courses of study 
by students affected by the strike, lock-out or 
closing of the school." 


I don't know what the rules are, what the ground rules 
are for the commission to make that decision. 


Mr. Johnson: I would submit, Mr. Chairman, that that 
is one part of the bill that we have to take a look at. 


I have a letter from Wellington County Board of 
Education, it is dated November the 12th, and the chairman 
takes exception to the section of the Education Relations 
Commission to not consider jeopardy, and with respect to the 
letter that the board sent November the lst, and it is the 
resolutions of the board stating: 

"Consideration of length of the strike and the 

inability of the parties to reach an agreement, it is 

the position of the Wellington County Board of 

Education that the education of its secondary school 

students is now in jeopardy." 


That was stated November the lst, and this strike 
Carried on for many weeks after. | : 


Four provincial members of Parliament, by good fortune 
three Liberals, McKessock, Sargeant and Ferraro and myself, 
also requested a hearing on jeopardy, and the board in its 
wisdom denied any hearing and the strike ended by an act in 
the Legislature. To me it just does not make sense that it 
can be so loosely interpreted, that the board cannot make 
the decision. I think it is a matter that they lack the 
intestinal fortitude to do so. 


Mr. Owen: If I may suggest to you, I do not know the 
the membership of the commission, they may not have the 
necessary expertise to make that kind of a judgment. 


Mr. Johnson: Then what the hell kind of legislation 
do we have? The key factor in it is left up in the air. If 


the strike went on for two years, would they be able to 
declare jeopardy? 


Mr. Owen: I cannot comment. I am not responsible. 
The Vice-Chairman: Mr. Lupusella? 


Mr. Lupusella: Did you finish, Mr. Johnson? Can I 
raise a supplementary? 
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The Vice-Chairman: Yes, you can. 
Mr. Lupusella: Okay. I understand. I mean, if a 


board is extremely frustrated in the course of this type of 
negotiations because at a certain point in time they lose 
control of the situation, as simple as that, they do not 
have any power. At the time when the teachers are going on 
strike, they lose all the power to try to reconvene the 
teachers and ask them to come and negotiate their agreement, 
And then, of course, we have been faced with the detrimental 
effects of education on the students, and then we have to 
rely on the good judgment of the commission or on the 
judgment of the government if it will introduce legislation 
to legislate teachers to go back to work. 


I can understand the frustration of all the boards 
appearing before us, and I think that it is a tough job, and 
then we are faced also with the principle of Bill 100 in 
which you are unable to identify a good description of what 
jeopardy means. 


I would like to suggest to you, if you will accept the 
proposition that the Minister should have the power to set 
regulations on Bild<«1L00;, .andsi do notvthinkwat Cis: pointain 
time that Bill 100 has given the alternative to the Minister 
of Education to drop the regulations under the bill. Am I 
COBLECt. 


Mr. Owen: One of the problems I have with your 
question is the assumption that we cannot define jeopardy. 
It isn't our responsibility and we are not given that job. 


Mr. Lupusella: Even the law. Even in the law Bill 
100 is not given a clear explanation of what jeopardy is. 
You just stated that a few minutes ago. 


Mr. Owen:= That? issright. 


: Again, I share the.frustration of the 
Board when they are engaged with this type of negotiations 
that the teachers are exercising the principle of a right to 
strike, they go on strike, and then the board is thrown out 
of the picture until the commission makes a recommendation 
to the Lieutenant Governor in Council that the education 
will be at risk. 


Do you not think that the Minister of Education should 
have the power under Bill 100 to set regulations and clarify 
all of these problems or clarify this type of a process 
which are a little bit obscure, and that they cannot be 
implemented for the sake of good education of the students 


as to the time when the teachers are going to exercise the 
Crignteroxstrike? 


Mr. Owen: I would assume that is part of the process 
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in legislation. In the legislature he does have the riche 
to amend the board amendments to legislation that applies to 
his particular Ministry, so in that respect he certainly has 
Ene srg hits. 


Mr. Lupusella: So would you like to see a clear 
definition of what jeopardy is into the law, into Bill 100, 
Or you would like to give the authority under Bill 100 to 
the Minister of Education to draft the regulations to 
clarify all of these things? 


Mr. Owen: I want to repeat something I said earlier. 
I realize the difficulty of putting in great precise terms 
what jeopardy means because I think it means different 
things at different points in the year. It probably means 
different things, say, elementary versus secondary. So I 
think that all those things obviously, therefore, would be 
taken into consideration, but it is not an easy task 
probably to define jeopardy. I think if we had to do it we 
probably could sit down and do it. 


nen tce=Chairman:,” Thank you’. 

Mrs. Bryden? 

Mr. Johnson: I was not finished. 

The Vice-Chairman: I am sorry, Mr. Johnson. 


Mr. Johnson: I am sorry. I apologize if you in any 
way construed that I was being critical of the board at all. 


mre Owen: = Oh no. "lam sorry t£ “rl “sound ‘as if 1 am on 
the defensive. 


Mr. Johnson: It is government that did not clarify 
the situation and it is the responsibility of the government 
Or connect it. 


I feel that we have to address the situation and to 
see if we can define jeopardy, and you mentioned there are 
different regions that jeopardy would be applicable in 
certain situations and not in others, but that surely is not 
that impossible? 


Mr. Owen: Oh no, it is not impossible. 


: I do feel that if we have some 
definition that if they were to consult with experts in the 
education field on the time frame on certain schools, 
elementary, secondary or whatever, surely they can arrive at 
a decision that jeopardy occurs in this particular school 
system because of these factors. 


Certainly when the Board and the teachers and the 
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parents and everyone agrees, at least most people agree that 
it is time to consider jeopardy, then some process has to 
kick in and they cannot let in go on and on forever. 


Mr. Owen: No. The mere fact that they have given 
that responsibility seems to suggest that it is possible to 
define it. 


Mr. Johnson: At some point, Chena tt ehas to. be. 
The Vice-Chairman: Thank you, Mr. Johnson. 


Mrs. Bryden? 


Ms. Bryden: Thank you, Mr. Chairman. 


I did want to comment on the board's attitude to the 
question of principals and vice-principals because we have 
been getting various conflicting recommendations on this, 
but I think your position does recognize that it is not a 
straight case of managers versus employees, as one person 
said before us earlier, that it is the case that there is a 
sort of collegiality of teachers and principals and 
vice-principals and that they should probably stay in the 
school, that they should be part of the bargaining unit. I 
think your position on that is one I would support. 


Regarding elimination of both rotating and of 
work-to-rule and selective strikes, you are very seriously 
limiting the sanctions available to teachers, and it really 
means a strike or no strike with everybody out. Would that 
not, perhaps, make the difficulties of negotiation even more 
severe in that the final outcome is going to be a complete 
strike and it may be a long strike? ‘Do you not -think that 
some of those other things are considered as warning signs 
to the two parties to get together and try and avoid an 
Outright strike? 


Mr. Owen: I do not know if you want me to comment? I 
think one of the problems with the rights of the teachers 
right now is to either work-to-rule or selectively strike. 
At least if it was offset by the board's right to the same 
kind of selective action might be one way around that. Right 
now the only thing we can do is lock everybody out. 


Ms. Bryden: If it is a rotating or selective strike 
they do lose their pay. They do lose their pay in that 
case, those ones who are out. 


Mr. Owen: Yes. I think the disruption, though, if 
you either strike one school or Metropolitan Toronto strike 
one board, the loss of pay is, presumably, very often taken 
up by the collective action of the whole group; that they 


Bee the full effect of the losing of pay for a period of 
ime. 
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Obviously it is disruption. If you are very 
disruptive and you strike this school this week and that 
school next week or this board this week and that board next 
week, and the only action that we can take -- we had no 
reciprocal action that matches that -- the only thing that 
we can do is lock everybody out and that is probably not a 
very useful exercise or a.very popular exercise for that 
matter. It is not a very practical exercise. 


: It is a fairly substantial amendment to 
the act that you are asking for. 


Mr. Owen: That is right. They have to take action 
first; they have to precipitate the action. 


Ms. Bryden: Thank you, Mr. Chairman. 
The Vice-Chairman: Mr. Allen? 
Mr. Allen: Thank you very much. 


On the question of work-to-rule, I think you were here 
when Mr. Reycraft asked his question about the time span 
anticipated and you did say on a philosophical question, 
yet ;~at the=sanes time, “it? is®not a» philosophical ‘question, 
it is avery real one. : 


. -Am I correct in thinking that legally and as far as 
court decisions are concerned this remains very much a 
matter up in the air as to whether in fact work-to-rule can 
be defined under the act as a strike sanction? 


Mr. Owen: As a strike? I did not that it had been 
challenged. 


Mr. Allen: Are you suggesting that the fact that it 
is defined as a strike in the act has been challenged? 
There has not been a court decision yet that has clarified 
the issue. 


Mr. Owen: Has the court ever been asked to clarify 
i 4 


Mr. Allen: Not to my knowledge. 
Mr. Owen: Not to my knowledge either. 


Mr. Allen: Okay. Given the problem of definition, 
however, how is it possible, in fact, to declare as a 
sanction an action by an employee who is simply performing 
all the required functions that he is asked to perform 
legally and under a contract? 


Mm, “Owens” Well, Ivquess yous get intovanothervact, the 
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Education Act, which is the duties of the principal and the 
fact he can assign to teachers such students as, et cetera, 
et cetera. Some of these rights have been removed through 
the collective agreements, incidentally, but, having said 
that, what we do not do, given the nature of the job that is 
referred to, is contain everything in a set of rules. There 
are certain things that go on in schools that one expects 
one to go on in schools, quite reasonably it seems to me, 
and they somehow or other are excluded when one comes to a 
condition known as work-to-rule. 


I don't accept personally, and this is a philosophical 
position, that there is such a thing as responsibilities and 
contributions that fall outside the rules of the game, you 
know, the professional responsibilities of being a teacher. 


Mr. Allen: As you have described it, it does sound to 
me that even in your own mind there remains a very large 
gray area as to what those responsibilities can be defined 
to be legally and contractually. If you in fact remove 
work-to-rule as a sanction, in a general sense, how is it 
possible to prevent it being imposed by the back door as a 
way of pressuring a board? I am not sure that I see the way 
around that. 


Mr. Owen: I do not know how to answer you other than 
almost to pose a question of my own. I think the way around 
it is to keep having this book get thicker and thicker and 
‘thicker. If you do keep defining all these things as being 
part of the job, instead of having 141 pages you have 282. 
If that is the way that we have to go, then we are certainly 
in for long, protracted negotiations when we dot every "i" 
and cross every "t" with respect to the responsibilities and 
expectations of teachers. And I want to go in the opposite 
direction. 


Mr. Allen: I know, you made that point. Do you have 
a quite specific reduced list of terms that ought to be 
negotiated in all propriety as distinct from others? 


Mr. Owen: That would be specific to our own 
collective agreement? I probably do, yes. 


Mr. Allen: It might be interesting to see that. 

Mr. Owen: Yes. You may next year. 

Mr. Allen: Could I ask you with regard to lock-out, 
were you in fact as a board locked out if you were given 
that order to act earlier? 

Mr. Owen: That is a question we discussed in the car 
coming down here, and it is who wants to put all their cards 


On the table? The reality is that it has never been done 
that I know of, it is a very, very serious step, let's face 
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it. I really would not want to answer that question, it 
would be a very difficult step. 


_ Mr. Allen: It really puts the teachers in the 
position of drawing the line and saying, I dare you to jump 
over it, you have got it now. I am not sure that would be a 
happy position for you to be in. 


Mr. Owen: No. You are right. 
Mr. Allen: Thank you very much, Mr. Chairman. 
The Vice-Chairman: Thank you, Mr. Allen. 


Mr. Davis? 
Mr. Davies: Mr. Chairman. 


Mr. Owen, in the jeopardy, and you may want to confer 
with your colleague, Mr. Mason, it is my understanding that 
the jeopardy is a decision reached by the local director of 
education who then informs the ERC that there is jeopardy. 
And that was stated to us yesterday twice. 


Mr. Owen: Either party, I believe. Basically you are 
right. What they do when the director of education contacts 
‘them is that we believe that the students' year is in 
jeopardy then they can meet and they can agree or disagree. 


Mr. Davis: Either agree or disagree whether that 
indication is right. But we do not know what criteria they 
to make those? 


Mr. Owen: No, we do not. 


Mr. Mason: But I think, Mr. Davis, they can also 
refuse to meet to discuss the matter with the others, 
although I do not know that this happens. 


Mr. Davis: Maybe they just do not talk to them. 


One of the recommendations of the Matthews Report was 
to provide parties to design and use any form of final offer 
selection that they believe is suitable and desirable in the 
circumstances and they talk about a combination of mediation 
and arbitration where both parties sit down and select from 
each and arrive at some kind of final settlement. Do you 
think that is a fair process that should be incorporated? 


Mr. Owen: You asked me one or the other. Are you 
asking me for my preference or whether either one is? 


Mr. Davis: No. They use both. There is a 


suggestion that that may facilitate the resolution by 
allowing the parties to pick and choose out of those two 
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reports that they might have -- 


Mr. Owen: What you are talking about are these are 
the final positions and the mediator or the arbitrator has 
the authority to vpick or choose out of the two ;final 
positions as opposed to final offer selection? 


Mr. Davis: Yes. 


Mr. Owen: Mr. Mason indicates to me, and I do not 
claim to‘have any real preference here not having that kind 
of experience, that probably the ability to pick out of the 
two final positions would be preferable. 


Mr. Mason: Right now it is either/or. 
Mr. Davis: It is either/or. 
Mr. Owen: Yes. 


Mr. Davis: You ask about the lock-out process. If 
the teacher federation is using partial withdrawal, would 
you want the right to lock-out for partial withdrawal? 


Mr. Owen: We discussed that, too. In other words, 
having the reciprocal... I guess it comes back to Mr. 
Allen's question, the practicality of that. We actually 
wound up saying that without realizing the unliklihood of 
that really taking place that way. 


Mr. Davis: One of the concerns -- 


Mr. Owen: I think that if you have got a rotating 
Strike, which is different, so that we are going to be out 
this week and we are going to be in next week and strike 
somewhere else. So I think if you are out this week you are 
out next week as well. I think that becomes a little easier 
to make that kind of decision, and if they walk out this 
Monday and come back in next Monday it will become far 
easier and far more acceptable to lock them out the 
following Monday. 


Mr. Davis: One of the concerns that was raised with 
us was that the federations have often threatened to do 
work-to-rules. They do not necessarily get to that point 
because, as I understand, if you actively get to that point 
then you certainly have the right to lock-out. 


If a school Board had the right to lock out, all you 
want for them is to be able to lock out the minute that the 
teachers work-to-rule which they already have, or do you 
want them to have the threat to lock-out so the federations 
are saying we are going to threaten to work-to-rule, yourane 
again then going to say: or we will lock you out. 
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Mr. Owen: That would be my reaction. 
Mr. Davis: Would you lock them out? 
Mr. Owen: To go back to the definition. I don't 


accept there is such a thing as a work-to-rule; that is a 
strike, even by definition in the act. 


Mr. Davis: I am asking prior to that. I am trying to 
understand the process of the rationale that each board has 
come before us and asked for the right, to have the right to 
lock-out. As I understand the act now, the day the 
teachers start to work-to-rule you will lock them out. 


Mr. Owen: At the same time. 
Mr. Davis: At the same time. 


Mr. Owen: Yes. 


Mr. Davis: What you want is this leverage to say, as 
the federation says, while we are threatening to go and 
work-to-rule, we are starting it next Monday by the way, 
then you can lock them out on Friday? 


Mrs Owens) Yes: 


You would lock them out on Monday. They are going to 
start on Monday; you lock them out on Monday. 


Mr. Davis: But you can do that now. The minute they 
Stare, yourcan’ lock=outs) I am’ trying to %understand:. 


Mr. Owen: Okay. I am sorry. In answer to your 
question then, yes, prior to. 


Mr. Davis: Will they be able to lock them out then 
just because they threaten to work-to-rule? 


Mr. Owen: If they are giving notice of intent, yes. 

Mr. Davis: So what could happen, then, and it was one 
of the concerns that was raised and I think it is one that I 
would like to think about some more, is that a board can 


panic very quickly and lock out the teachers even though the 
teachers may not necessarily go work-to-rule on Monday? 


The Vice-Chairman: Do you think want to think that 


one out? 


Mr. Callahan. 


Mr, Callahan: Thank you. 


I wanted to clarify something. On page 8 of your 
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brief you have a flow chart, and I would like some 
clarification because we have had it from one other trustee 
group. itvisvafter S0cdays from rejection ofMrinalsoffer, 
boards, they all alter terms unilaterally. Does that mean 
that So0wdaysmaftercyou canwin factiwritemtnemcontract in the 
terms of the final offer selection and the teachers have to 
come back to work? 


Mr. Owen: From rejection of final offer, so it is 
from whatever point in time they had voted to reject the 
Lind lwotters 


Mr. Callahan: What I want to know, I want to be clear 
on this, I don't think this exists at the moment. 


Mr. Owen: Well, it is 60 days at the moment. I think 
that is the only change. 


Mr. Callahan: Are you telling me that after 60 days 
of rejection tothe final offer that the (contract 1s "ser in 
the terms of the final offer and the teachers have to come 
back and accept that contract? 


Mr. Owen: That is right, the teachers are not out. 
This is when the teachers are still -- all of them have 
rejected the offer and we may still be negotiating. I mean, 
there is nothing left to negotiate. I think this is -- 


Mr. Callahan: They are not out on strike? 
Mr. Owen: They are not out on strike, no. 


Mr. Callahan: If after the 30 days or the 60 days, as 
it presently exists, and they have rejected the final offer, 
the contract then becomes in the terms of the final offer; 
issithav right? 


Mr. Owen: Or you can change the conditions after that 
period of time. 


Mr. Callahan: All right. It still does not prevent 
the teachers from then striking? 


Mr. Owen: No. 


Mr. Callahan: Just one comment with reference to what 
my colleague, Mr. Davis, was saying. I want to be clear on 
that. If the definition of strike right now covers the 
rule, and I think maybe you have answered this, do you not 


in fact have the right if they work-to-rule to lock them 
out? 


Mr. Owen: At the same time, yes, but not before. 
The Vice-Chairman: Thank you very much. 
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Thank you Mr. Owen and Mr. Mason. We appreciate very 
much the time you have taken to come in front of this 
committee and we appreciate your coming. 


Mr. Owen: Thank you for your time. 
ahe “Vice-Chairman: «Thank. you. 


Our next presenters are two private citizens, Dr. 
David Murray and Dr. Eugene Benson. 

While these gentlemen are coming forward, I would like 
to put the information to the committee that the Ontario 
English Catholic Teachers Association cannot make it this 
Meer er We have just been informed that we will not be 

ere. 


Mr. Davis: Will they reschedule? 
Dies ee= Chai pan wiely don) teknow. 


Please go ahead, gentlemen. Welcome to the committee 
and we are anxious to hear what you have to say. 


Dr. Murray: Thank you very much, Mr. Chairman. I am 
Dr. David Murray and my colleague Dr. Eugene Benson, we are 
both employed by the University of Guelph. Our remarks 
today are as private citizens, primarily as parents, and 
they derive from our experience during the Wellington County 
strike of°1985. 


I am here today as a parent, but also as an educator, 
to speak about the lessons of the Wellington County strike 
of 1985. I do not have any desire to open old wounds which, 
thankfully, have been healing, but I do want to make some 
observations on the legislation you are reviewing. The 
basis of my remarks is the experience that my wife and I had 
as members of the Parents Action Committee trying to bring 
the strike to an end. My colleague, Dr. Benson, was the 
co-chairman of the Parents Action Committee along with my 

wife, who could not be here today. 


The purpose of the legislation under review is to 
further the harmonious relations between boards and teachers 
by providing for the making and renewing of collective 
agreements. Happily, in most instances collective 
agreements have been renewed without strikes, but the act 
defines and specifically recognizes the right of teachers to 
Strike.es Ii dounot»wishsto challenge» that sincepjitpas) alright 
possessed by many other groups, professionals included, in 
Our society. 


Although I accept the inclusion of the right to strike 
within the legislation, I believe the purpose of the act 
should be to prevent strikes from occurring and when they do 
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occur, to bring them to a speedy end with minimum damage to 
the parties. I would like to see a statement such as this 
in the purpose act. It would then be clear to all that each 
strike which occurs represents a breakdown in the harmonious 
relations the act seeks to reinforce. Every school strike 
would then properly be seen as a failure of the provisions 
GE=thissaccu. 


I want to focus the remainder of my remarks 
specifically on what I believe to be serious flaws in the 
existing legislation; its provisions, or lack of them, 
following the outbreak of a strike to bring it to a speedy 
end and to minimize the damage to students and their 
families. 


During a strike, students and their families are 
completely helpless. They virtually become non-persons in 
the eyes of the parties to the strike, the teachers and the 
school board. The teachers cease to have anything to do 
with them and the school board is unable to cope with their 
needs. Nor, as we found, can the local school board arrange 
any satisfactory substitute for students affected by the 
strike. Even the Ministry of the Education has no 
satisfactory means of assisting students during a school 
strike, especially a lengthy one. 


There is no compensation for students caught ina 
school strike. For example, we discovered that students. 
during a strike cannot even take correspondence courses in 
subjects for which they are already enrolled. The 
legislation you are reviewing goes to great lengths to 
define the respective rights and responsibilities of 
teachers and school boards and the duties of the Education 
Relations Commission. But nowhere does the act refer to 
students or their rights. I cannot imagine a greater 
violation of a student's right to be educated than to be the 
innocent victim of a school strike. Students are obliged by 
law to attend school until the age of 16. What happens to 
students when by another law of the province they are 
victimized by a school strike and unable to attend school? 


I urge you to give greater thought to how students' 
rights and the legitimate concerns of parents can be 
accommodated within legislation which sanctions school 
strikes. How could this be done? One possibility would be 
to restructure the Education Relations Commission to include 
one or more high school students on a rotating one- year 
appointment as well as one or more school parents. 


I notice from the latest annual report of the 
commission I have, that in 1983-4 that the five members of 
the commission are described as having experience in 
educational labour relations, teaching and the work of 
school trustees. None of the appointees is described as a 
parent or student, nor, apparently, do they see as one of 
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the of their roles that of representing the interests of 
either students or parents. 


I want to turn next to the role of the Education 
Relations Commission once a strike has started. I have read 
the act carefully and the only provision that I can that 
deals with the way strikes are to be ended is Section 60, 
paragraph (h) which empowers the Education Relations 
Commission to advise the government when the continuation of 
a strike, et cetera, will "place in jeopardy the successful 
completion of students' courses of study." Quite Frankly, I 
find it surprising that in a statute defining the collective 
bargaining procedures between teachers and school boards so 
little attention is given to what happens when negotiations 
break down and a strike ensues. It may not happen often, 
but I believe the legislation should set out clearly a 
procedure to bring an end to strikes. 


I would like to summarize briefly our experience with 
the Education Relations Commission and the application of 
the jeopardy clause during the Wellington County strike. 
About a week after the strike began, the parents through the 
Parents Action Committee organized a mass meeting in St. 
George's Church, Guelph, the largest meeting I have ever 
witnessed in Guelph during the 20 years I have lived in the 
city. One of the resolutions passed at the meeting stated 
that if local negotiations, which were scheduled to resume 
the next day, did not end the strike by October 15, the 
parents would then demand legislative action. 


After another breakdown of the talks, the parents met 
with Bob Field, the Executive Director of the Education 
Relations Commission in Guelph on October 10. At that time 
he told us what essentially was to be the stance of the 
commission throughout the strike - a locally negotiated 
settlement was far preferable to settlement by legislation. 
What the parents did not realize at the time was that the 
ERC politely by firmly was refusing to do the only thing 
which could end the strike, call a jeopardy hearing. The 
Commission's refusal to call a jeopardy hearing continued 
throughout the strike, presumably for the same reason. 


Mr. Field also told us then that to his knowledge no 
student had ever lost a school credit because of a school 
strike. Again, we did not know then that it is the policy 
of both school boards and teachers to do everything possible 
following a strike to see that students obtain paper credits 
for the courses they have taken, even if the substance has 
been greatly watered down. The students are the real losers 
in the end because they are the ones left with devalued 
credits in this game of educational fraud. As one parent 
told us, giving credit for watered down courses is 
synonymous to building a house on basement walls made with 
half thickness of cement. 
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On October 18, with the strike then in its 21st day, 
the Parents Action Committee issued a declaration of 
parents' concerns, rights andd recommendations for a 
settlement which received extensive media and wide community 
support. The recommendations are not relevant to your 
review, but I want to quote to you the six reasons we listed 
at the time for issuing the declaration. They are vivid 
expressions of the frustrations of parents trapped in the 
middle of a school strike. The declaration achieved no more 
than our previous efforts, but everything we predicted did 
occur as the strike went on. 


"We are moved to issue this declaration for a number 
of reasons:" (this is taken from document of October 18, 
1985) 


(a) because we feel very strongly that our children in 
Our secondary schools (some 8,000 of them are being 
denied access to an education to which they are 
entitled and which their parents have paid for; (b) 
because the majority of our children have been denied 
access to schools in neighbouring jurisdictions and 

to the secondary schools of the Separate School Board 
in Wellington itself; (c) because there is a growing 
feeling of frustration and even anger on the part of 
parents at their inability to obtain factual 
information concerning the course of the strike or to 
influence in any way its resolution; (d) because there 
is a perception held by most parents that the . 
negotiators for both parties have failed and that a 
dangerous impasse has been reached. Despite the fact 
that current negotiations began on March 27th, 1984, 
the parties are still widely separated and, in fact, 
at this date are not even meeting; (e) because we are 
concerned that public frustration and anger may be 
vented both against the board, which feels it has a 
duty to defend the public interest, and against our 
secondary school teachers who feel they are being 
unfairly treated; and lastly, because we are convinced 
that the longer this strike continues, the more 
destructive it will be to long-term relations among 
the trustees, the teachers and the community at 
Large.% 


The very same day this declaration was issued, October 
18, the four MPPs from the ridings affected by the two 
school strikes -- and this I understand has been referred to 
earlier -- petitioned the Education Relations Commission to 
hold a jeopardy hearing. Even though there was then little 
likelihood of a local resolution to the Wellington County 
strike which had lasted 21 days, the Commission rejected the 
legislators' position. It stated publicly it could hold a 
hearing as long as negotiations were in progress. 


Nowhere in the legislation does it state that jeopardy 
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hearings cannot be held while negotiations are in process. 
In fact, the legislation is silent on what constitutes a 
jeopardy hearing, when it is to be held, and the procedures 
to be followed, et cetera. This ambiguity, I Suggest, is a 
major a and greatly aggravates the divisiveness caused by 
a strike. 


Following the Commission's rejection of a jeopardy 
hearing, the parents recommended the alternatives offered in 
the legislation either final offer selection or another form 
of arbitration. These, too, were rejected. On day 43 of 
the strike, following 200 hours of mediation, the parties 
rejected a contract proposed by the mediator. This contract 
was eventually imposed by legislation. 


I have given you this precis to underline that as 
parents we did absolutely everything we could do to bring 
this strike to an end and our efforts ended in failure. The 
Strike lasted 52 days and had to be terminated by 
legislation. 

I place much of the blame for this sad state of 
affairs on the Education Relations Commission which was so 
wedded to the concept of a locally negotiated settlement 
brought about by its own mediator that it consistently 
refused to intervene. The Commission may may well do an 
effective job of carrying out the rest of its duties under 
Section 60 of the act, but on basis of our experience, I 
suggest that it is an abject failure in ending a strike once 
it has started. : 


Because the Commission proved that it was incapable of 
action, I believe this section of the act needs to be 
strengthened. At the very minimum, the clause on jeopardy 
needs to be rewritten. I must ask you also to examine very 
carefully whether a body, structured the way the Commission 
currently is, is the most effective vehicle for ending 
strikes once they start. Surely there should be a time 
limit in a school strike which would automatically trigger a 
jeopardy hearing. I also think it would be salutary to hold 
a public jeopardy hearing where the all of the parties 
involved, including parents and students, could present 
their views. Another possibility is that after the passage 
of a certain amount of time in a strike, the parties by law 
would have to resort to one or other form of arbitration. 


Whatever the solution, I urge you to act to prevent 
any more school strikes that last as long and create the 
Gamage caused by the Wellington Country strike of 1985. 


Lastly, may I quickly summarize the points I have 
made. 


The right to strike should not be removed; (2) that 
the purpose of the act should be clarified. This 
Clarification should include a statement that the act is 
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designed to prevent school strikes from occurring, and when 
do occur, to bring them to a speedy end; (3) the rights of 
students and parents need to be recognized in this 
legislation, possibly by restructuring the Education 
Relations Commission; (4) the legislation should include a 
clear procedure to bring an end to strikes; (5) if the 
concept of a jeopardy hearing is to be retained, the 
legislation should spell out specifically under what 
conditions it will be held. The hearing should be public 
with all the parties having an opportunity to present their 
views; (6) there should be a time limit specified in the 
legislation which will trigger a jeopardy hearing or, 
alternatively, force the parties to resort to one or other 
form of. :arbitration. 


That is my presentation, Mr. Chairman. My colleague, 
Dr. Benson, has a few remarks that he wishes to add. 


The Vice-Chairman: Go right ahead, Dr. Benson. 


Dr. Benson: I just want to say that I associated 
myself completely with this document, and looking at it from 
our point of view the,.key thing, of course, is “the 
definition of what is jeopardy. 


It become very clear to those people who were in 
contact with the school board in Wellington Country and with 
.the teachers that they were in fact very, very far apart. 
The question when they kept saying while mediation is on we, 
the ERC, cannot enter in, to me -- and word is used in the 
brief -- was a fraud. And our own suspicions, our own 
knowledge of this was amplified when in fact the results of 
the strike became evident which was that they were so far 
apart that only the government could intervene and impose a 
settlement which they would not agree to make. In other 
words, that word negotiation was holding up the whole 
business of jeopardy. 


At a very early period we got in contact with ERC, Mr. 
Bob Field, we appealed to him strongly. We said that we 
think our children's education is in jeopardy and after a 
while of irritation he said could do nothing about it, that 
it had to go to the commission. In early November I 
discovered who the people were on the commission and I was 
in contact day after day with Professor Donnelley at Queen's 
University who was the chairman of it. I kept saying to 
him, "What are your criteria? When are you going to act? 
The school board down here, everyone says it is in jeopardy, 
when are you going to declare it?" I could get no answer 
whatsoever. | 


As a matter of«fact, this is the astonishing lesson, 
in my opinion, from the Wellington strike that every aspect 
of the legislation which is supposed to be implemented was 
ignored. There was never a jeopardy hearing in the case of 
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Wellington County. What happened because of the political 
Situation, and you may remember what was happening with the 
Conservative Party at that time, the government seemed 
unwilling to bring it in. Whether any recommendation was 
coming forth from Professor Donnelley, there was the further 
fact that when the government finally brought both teams to 
Toronto to say you must negotiate, I had calls from both 
Sides say saying, "We are here and there is no government 
representative, we have not yet met." At that point, we 
started phoning the Premier's office and getting very angry 
indeed. 


As you know, it was then the government imposed a 
solution after the vote was brought in the House. There was 
no jeopardy hearing. We feel that the legislation in fact 
allowed a robbery of the semester system in Wellington 
County. 


JUSU Va COuUple tof ocher *thingss Iewould point ‘out. 1 
think the present legislation brings education in this 
province into disrespect. It is pointed out in our brief 
and it has been quoted to you that no student ever lost a 
credit. We think that is extraordinary. How can students 
lose a semester and not be denied credit? How can they lose 
12 weeks and not affect their education? And I must say 
here, once again, that I think the universities have not 
played their proper role in this.. In fact they collaborated 
in what I call legalized robbery of students' time. 


The Committee of Ontario Universities did not at any 
point enter in and say that the education is being 
jeopardized. They did issue one statement and said that we 
will take into consideration the record of those students 
coming from areas where they have lost most of their 
semester. That is untrue. I am a university professor, and 
never do the universities identify those students who have 
lost a semester. Those students have to compete with other 
students who have had the full year's education. 


The last thing I would say it this: While everyone 
here, I think, recognizes the right to strike, we are ina 
dangerous position where we may talking about a monopoly. 
That, say, New Brunswich were the police and we think of 
this as an essential service, they have the right to strike 
but there is something you can go to: we can say jeopardy 
pertains to the town and you can bring in the -RCMP. 


We tried to get our children into the separate 
schools; we were denied it. We tried to get them into local 
jurisdictions and most of them could get into it. We had 
students going as far as New Brunswick, literally, Brighton, 
all over the place. So that everywhere that we went we 
found that the legislation penalized the parents. So it is 
a special kind of strike. If Ford Motors has a strike you 
can buy from Chevy, Toyota or somebody else. We couldn't 
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get an education any other place. 


Frankly, had the political situation at that time not 
resolved itself to allow that vote, we believe that it would 
not have opened up our schools until the following January 
or February. Now, we think that is an absolute disgrace, 
and if these words sound passionate, I cannot be 
dispassionate on an issue like this. 


Finally, I merely turn round and say that jeopardy, 
from our point of view, is essential and that it be defined. 
To leave it undefined is to invite exactly the kind of thing 
that we have here. And it does, I think, a disservice both 
to the teachers who really wanted to get back to work and to 
the board. 


Thank you very much. 


The Vice-Chairman: Thank you, gentlemen. It 
certainly is refreshing to have some parents come in front 
of this committee, so far I believe you are the first two. 
I want to thank you for your excellent brief. 


We have some questions for you. You will hear the 
first question from the member of Parliament who was 
involved at first in your situation and who certainly has 
education at heart. 


Mr. Johnson? 
Mr. Johnson: Yes. Thank you, Mr. Chairman. 


I, first of all, would like to congratulate you on 
your brief, and since you are a constituent, I am doubly 
pleased to have the opportunity. You have both made an 
excellent presentation and I have no hesitation in 
supporting your position. In fact, if you heard the 
previous submission, you will realize that jeopardy is one 
of my major concerns. 


I was one of the members that requested a hearing of 
jeopardy and was turned down. The letter is dated November 
the 6th, reply from Mr. Field, Chief Executive Officer of 
the Education Relations Commission. 


It goes on to say, 
"Furthermore it has not been the practice of the 


present commission to hold hearings with respect to 
jeopardy." 


They don't believe in it. 
"To this point neither party has made a claim of 


jeopary which is substatiated with data and other 
things: 
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Yet, on November the lst, Paul Nelson, Chairman of 
the Board, requested a hearing of jeopardy and that, too, 
was turned down. 


In his request, Mr. Nelson points out that: 

"Recent negotiations were terminated when the 
mediator's proposal was deemed unacceptable to both 
parties", And that was November the 12th. 


"Accordingly, a new mediator will be necessary as we 
have now entered the ninth week of the strike and in 
all probability there is no prospect for settlement 
unntil a new board takes office in December. At that 
time we will have the unfortunate distinction of 
suffering through the longest strike in Ontario 
historyc 


He goes on to plead for a hearing of jeopardy and you 
will see that. 


This brings up one other question in relation to the 
strike in Wellington. It was my feeling that it was 
compounded by the fact that it was a municipal election year 
and that several of the board members were not coming back, 
basically there were laying back board members. I think 
some of them hesitated to take action that would pass on to 
the new board members, and there seemed to be just a bit of 
a vacuum created that no one really wanted to make a 
Gecision. 


Did you sense this? 


: Mr. Chairman, I think that that may have 
been the case, but the comment that implies the opposite is 
that following the elections which occurred on November ll, 
somewhere around that there, with a change, the chairman of 
the Wellington County School Board was defeated in those 
elections and a new board came in. They did not take office 
until early December, but there was no indication as a 
result of the elections that the outgoing board members had 
changed their attitude or, indeed, that the incoming board 
members offered any solution to the strike. So that without 
having inside knowledge of what was going on in the board, I 
cannot corroborate your feeling that perhaps because it was 
an election year the board members took a stance that made 
it more likely that a strike would occur or took a stance 
that made it more likely strong action would not take place. 


Mr. Johnson: I didn't mean to imply that there was 
any fault on the part of the board. I just simply meant 
because of the process of the continuity. 


Dr. Murray: Well, the only other comment I would make 
is that I am not sure, Mr. Chairman, that debating how the 
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strike occurred or why it went on is necessarily germane to 
the issues that your committee is faced with. I confine my 
remarks to what I felt were the concerns in the legislation 
that arose from the strike, and we could go on at great 
length about what happened in the strike. I really think it 
is how to prevent others from occurring and going on for the 
same length that is the most important issue. 


The Vice-Chairman: Dr. Benson? 


: There is a point, I think though, on 
this, that whether rightly or wrongly there was a perception 
on the part of the teachers negotiating that the new members 
of council or the school board would be more lenient. So 
that helped to prolong the strike. Here it was at the local 
level a political factor which should have nothing to do 
with the issues with which we are concerned. As I Say, 
rightly or wrongly, that was their perception. 


Mr. Johnson: Dr. Benson, the reason I have raised the 
point is that I feel that every third year we face a more 
difficult task because of the election process, and in 
Wellington it was apparent that there was complication one 
way or the other. My point is that if we change 
legislation, should we not also address that fact that every 
third year we will be caught in the same situation? 


Dr. Benson: Yes. 


Mr. Johnson: My feeling is that the ERC or someone 
should have more authority to become involved in a strike 
situation during a municipal election period. 


Dr. Murray: Mr. Chairman, I would like to see 
somebody who could solve all the political problems that 
might occur, and it might be that the ERC should be given 
more authority. 


My great concern at the moment is that from the 
performance of the Commission during the Wellington County 
school strike, I have no confidence in its ability under the 
current legislation and current members to step in and solve 
the strike based on what I saw. 


Dr. Benson: I would just add to that. We searched 
and searched and searched and we could get no place in 
writing or by statement what criteria are to be involved. 
And if you have no criteria then it is a chaos. You have 
got to have criteria. 


Mr. Johnson: It is my understanding if there is no 
process for requesting jeopardy hearings then the Education 
Relations Commission decides there is no need for hearings. 


Li MUL Cayeem hati sii ont. 
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Mr. Johnson: Secondly, the Commission does not have 
to respond to requests for jeopardy hearings. 


Dre Murrayey Lteis) obvious: 


Mr. Johnson: And those are two points I think should 
besclarifieds 


Dr. Murray: I think there was a suggestion made in 
the previous question period that the Minister should have 
power to issue regulations. I think that this committee 
should decide whether a procedure should be written into the 
act or whether it should be ministerial regulations. But I 
would urge that something be done to clarify it. 


Mie Davis: eI ust¥at pointes oft clarificatzron;. Mr. 
Chairman. 


The Minister of Education has the right now to set any 
regulation he wants within the regulations without coming to 
the legislative body of Ontario for approval. What he 
cannot do is change an act. He, in fact, can change 
regulations without any other process. He can do that now. 


Dr. Murray: Since the act is silent on the jeopardy 
process, you are suggesting that he could issue regulations 
with the government? 


Nz. pavis: “€vesi@ hes doesiitoalletheitimes 


: With respect, will you, please, 
explain to us why the Minister of Education was unable to 
Graft a nice regulation to end that strike? 


Mr. Davis: You really would not want to me to comment 
On that, Mr. Lupusella. 


Dre Bencon:  -Bxactly.. (This is our point. “Thisais 
where the parents are completely isolated, have no power, no 
autnoruty.. 


The Vice-Chairman: For a point of clarification I am 
going to ask our lawyer, Mr. Albert Nigro, to explain a 
little bit what we just got into before it gets out of hand. 


Mr. Nigro: I do not want to render a definitive 
opinion, but this act unlike many other acts does not 
empower the Minister to make any regulations. If the 
Minister does not have any power to make any regulations 
under this act then, notwithstanding that the normal 
legislative process it that a minister can make regulations 
indermhis jurisdiction; » he couldi not ‘dosasooundersthisvact. 
It would be beyond his power - as far as I know anyway - 


under The Education Act. 
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MreeCalilahan:)-Bill) justuslippedaittinsunders—— 


Mr. Lupusella: With respect, Mr. Chairman, that is 
what I thought -- 


The Vice-Chairman: It is straightened out right now. 
Mr. Johnson, do you have any more questions? 


Mr. Johnson: Just to finalize that point. Are you 
saying that the Minister has no power to change? The 
Minister could not order the ERC to take action? 


Mr. Callahan: There is no clause at all. 


Mr. Nigro: No. I am just saying he has no power to 
make regulations under this act, as far as I can tell. 


Mr. Johnson: Are you suggesting that a change in the 
act is needed to accommodate a request by these two 
individuals in this particular case? 


Mr. Nigro: There are two things going on. One would 
be a change in the act which would requir a bill to deal 
with the jeopardy question which has been raised many times 
before this committee. The other thing might be, as Mr. 
Lupusella suggested, that under the regulations you could 
provide details for what constitutes jeopardy. In order to 
do that, the second thing, you will have to change the act 
Only to allow the Minister to make regulations in terms that 
would allow for that. 


Mr. Johnson: But a change in the act is necessary? 
MreeNigrorn Yes = thateasiirights 

Mr. Johnson: Thank you, Mr. Chairman. 

Mr. Lupusella: Mr. Chairman, because I made an 


accusation to a previous Minister, I would like to withdraw 
my statement because he or she be entitled the power to make 
regulations because Bill 100 was not giving her or him such 
power. 


The Vice-Chairman: I am not too sure -- 


(Interjection) 


_ +The Vice-Chairman: I am not too sure that the 
Minister could not make regulations under another Act of 
Education. 


Mr. Callahan would you ask your question. 
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: I am very interested in your brief. As 
the Chairman said, in coming from the parents who were 
involved, as it were, in the trenches during this instance, 
I am very much appreciative of it. I can tell you that the 
members of faculty certainly went through a lot of agony 
during that strike. 


I have to say one other thing. I notice that 
you are concerned that the jeopardy hearing was not held, 
and this is really explaining that with the Sudbury strike 
which went on for I think sixty-nine days. 


Dr. Murray: ‘Fifty-six. 
Mr. Davis: Fifty-two, Mr. Callahan. 


Mr. Callahan: Sixty-nine I thought it was or 
Sixty-six. You have got your facts all botched up this 
morning, Mr. Davis. 


Mr. Davis: Sixty-six days? 


Mr. Callahan: Yes. You are telling us that the 
Minister has the power to make regulations and now you do 
not even know the dates. 


In any event, what I would like to say is this: We 
were concerned enough as a government and the Minister was 
concerned enough as a government, in having seen the members 
go through this lengthy strike in your County, that you in 
fact have the matter referred to the General Government 
Committee. I would like to say what happened back in 
Sudbury. That should have been the trigger; it would have 
avoided the entire strike in your community had this hearing 
been held at that time. But I think that was back in what? 
Sudbury was what, back in 19-- ? Fifty-six days, 19 -- 


Dr. Murray: Fifty-six in 1979. 


There are two points to be made in response to that 
comment. I believe the government of the day struck a 
commission known as the Matthews Commission to review this 
legislation in 1980 following the Sudbury strike. Secondly, 
the Education Relations Commission commissioned a study 
following the Sudbury strike, which they published as part 
of their documents, to trace the careers, I guess, of 
students in the Sudbury high schools going on to university. 
Mr. Field produced that study for us and he claimed that it 
showed that there was no impact from students affected by 
the Sudbury school strike: (a) they had not lost any 
academic credits; (b) they could discover no instance where 
students did not get into university because that is what 
they were looking at, only the first year of university; and 
(c) they could discover no instance where students had 
suffered because of the nature of the strike. 
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I guess the question that I asked and I still ask is, 
Since none of these studies, or this one in particular, 
proved that anything negative happens to a student in a 
school strike, can one logically extend that and say that if 
students do not go to school the whole year long this is not 
going to affect them? Because that is basically what the 
logic is, that nothing happens to a student if he does not 
go to school or she does not go to school. 


Frankly, I will give you my candid comment as an 
educator. I read the study and did not think it was very 
good. The University of Guelph tried to get a study done of 
the results of the Wellington County school strike, and 
because of difficulties between the Education Relations 
Commission and the university and the person who was going 
to do the study, the proposal fell through, so we have no 
study on this basis either. 


So, in short, action was taken following the Sudbury 
strike. It clearly was not sufficient to prevent another 
strike of the nature of the Wellington County strike, and my 
earnest hope is that the work of this committee will do 
something to prevent another one from occurring somewhere in 
the province. 


Mr. Callahan: My next question was going to be 
whether there was any definitive evidence and what the 
result of this was. I-really do not think it takes a 
commission being set forth to understand something that by 
sheer logic one would expect to happen after 56 
days in Sudbury. In fact, had I been the Minister of the 
day, and it was the form of government ebviously;busthink J 
would have looked at the report and said, did this guy have 
blinders on or what, because in fact it defies logic) that 
there would not be an effect. 


I think as well, recognizing and going back again -- 
and it is not an apology at all, it is .an explanation -- we 
had just formed the government; we were caught in a strike 
which was terrible, and we were attempting to implement what 
was provided by an act under the former government. I agree 
with you that, in fact, that the definition of jeopardy does 
not require a hearing. What it requires, I suppose, is 
someone just looking at the situation and viewing the sides 


of both parties and saying that if they are ten miles apart 
there is jeopardy. 


We certainly appreciate your comments coming forth 
because there are obviously areas that have to be looked at. 


I would like to put one other to you and I pus i1t-to 


some of the other trustees. The former Situation where the 
former government withdrew or reduced grants to -- 
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Mr. Davis: Do you want the data? Do you want the 
data, Callahan? 


Mr. Callahan: -- that the trustees, being 
politicians, were faced with the difficulty of trying to 
negotiate with the teachers, but in the framework of what 
was acceptable locally politically. As a-result of that, 
perhaps -- I do not know. .I am sure that the trustees and 
the teachers all tried to look at the question of the 
students’ best interest, but when you have got sort of those 
constraints pulling away at you -- 


Mr. Johnson: Then we will not have any more problems 
in the future. 


Mr. Callahan: Well, that is the rule, Mr. Johnson. 
But when you have those pulling away it really becomes the 
key issue, which everyone has said is the issue to be 
determined, is the best interests of the child are somewhat 
clouded. 


I like your idea of the -- I cannot speak for my 
government, obviously -- but I like your idea of the student 
Or parent being on the, whatever that committee is to 
determine jeopardy, because I think they bring it to a very 
localized concern that perhaps is overlooked by people who 
are from the local community. 


Dr. Benson: I will just make a comment. You said 
that in the negotiations -- I put in quotation marks in the 
case of Wellington County -- that the children's education 
that is clouded, in fact, we have forgotten. The teachers 
are committed to a negotiating stand and they are -- 
frankly, and one does not blame them in that sense -- for 
money, conditions and so forth. 


The trustees, they feel that they have to reflect the 
tax situation of the county, and so forth, and education is 
the last matter. Both sides told me that because I was 
involved in both sides. They told me that quite bluntly. 
There is no question about that. 


Mr. Callahan: It became somewhat apparent in the 
Wellington strike because, as was indicated, these trustees 
were not going to run again. 


Dr. Murray: Some of them did. 


Mr. Callahan: Some of them did, but as I recall many 
of them were not going to. I would like to just comment. 
I am not certain that I agree with you with reference to the 
teacher aspect of that. My experience has been in talking 
to many teachers, probably the larger majority of them, that 
they would prefer to be back in their classroom with 
students as opposed to being involved in what is really a 
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process that is probably flexible enough or desirable enough 
to be used in an economic climate, as you point out in your 
brief, but becomes very difficult in a climate where you are 
dealing with a much more fragile commodity -- in fact, 
probably our major resource -- and allow that to take place. 


Dr. Benson: I would not want you to be misunderstood 
and say that the teachers as teachers do not care for their 
students. Not true. I mean, they are very committed to 
them. But you see what I am Saying is, as negotiators, 
those teachers are not now in the role of teachers, they are 
in the role of negotiators locked up in a motel for 24 hours 
a day and their duty, frankly, is not as not teachers to 
their students, but as negotiators to their union, and that 
distinction is very, very important. Very important. 


Again, what we have heard today is how realities, that 
should not have anything to do with this matter, are in fact 
affecting it adversely in municipal politics, and in this 
case provincial politics. We were caught in that. We feel 
that the key to protect the students and their parents is 
jeopardy. 


I might say that the one commissioner you were asking 
about who had looked at the whole matter after Sudbury -- 
and you have mentioned, David, was the Matthews 
Commission -- I read that very closely and, in fact, when 
you come to the area of jeopardy there is nothing there,. 
nothing there. And I say there is an irony there because 
Matthews is Dr. Matthews, the President of our university, 
and both David and I have told him it is a very bad document 
in that respect. 


Mr. Callahan: And you are still there? 
Dr. Benson: We are still there. 


(Interjection) 
Mr, Callahan: Just a final item, if I might. 


Mr. Johnson: The member mentioned something about the 
trustees and I am not sure if I understood it connect iy. fal 
certainly did not intend to imply that becasue there is 
trustees leaving the board that it meant that there was lack 
of interest or concern about it. I do not want to leave 
that impression. What I simply meant is that with the 
changeover there was not that continuity, and that we have 


to address that some time in the future. But that is another 
matter. 


What I do want to point out quirtewcteariveisuthat the 


trustees as of November the lst requested a hearing of 
jeopardy and were denied it and again followed through. 
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: “But,©again, there is nothing in the act 
that says there is a hearing of jeopardy. 


Just a final item. I am sure that you and any citizen 
in this province would not want to give a carte blanche 
power to a senior level of government to impose by 
legislation the rights of people without having shown that 
the rights of those who are the major object of that 
particular process are in jeopardy. 


DrseMurrey: Al thinks thateistrue-and-itrrarsesea very 
Mee nest ind point thatsintried to dealjwithwin this brie, 
and that is that nowhere in the legislation or really in the 
process are the rights of a very important constituency, the 
students, taken into account. 


I would like to see, if a hearing is to be included in 
this jeopardy process, I would like to see an opportunity 
for a public hearing where those rights could be 
articulated. The students we found -- and I think that Dr. 
Benson would agree with me -- were the most sensible, 
balanced people through the whole strike. When other people 
lost their minds "relatively", the students did not, and my 
admiration for them went up enormously. 


Dr. =Benson:” »Couldal .add ua point to that? 
The Vice-Chairman: Briefly, please. 


Gertaanly no part’ of: our: argument, is? that 
we would be looking for government to impose settlements in 
an arbitrary fashion. What we are saying is that a 
definition of jeopardy, which would have to be well thought 
out, which would certainly be complex, it would protect our 
constituents, the children, and the parents, but I think 
very importantly it would protect the teachers. 


The teachers in Wellington County were losing 10, 12 
thousand dollars most of them walked to the bank, but they 
could not find a definition of jeopardy. And interestingly 
enough, the amount of misinformation around -- I talked to 
many chairmen of departments and they said, "Once this 
strike is over we are going to put in special classes, we 
will add on a half an hour here". And they were under the 
impression that they could actually make up for some of this 
lost time by adding. Not one minute was added. They didn't 
know that. 


The Vice-Chairman: Thank you. 


Before going to Mrs. Bryden, a point of clarification 
for all the members is that the act was passed with the 
support of all three parties and was something that was done 
in the House with unanimous support. 
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Mrs. Bryden? 


Ms. Bryden: Thank you, Mr. Chairman. 


I, too, am many very pleased that two parents came to 
us and told us their experiences with the act, and the fact 
that you organized a very strong parents organization 
indicates that there was a very large community interest. 
In fact, you could almost say that the parents were a third 
party at the bargaining table and the ERC was also a party, 
but not Officially sor courses, 


I have been just reading the powers of the ERC under 
the act and they have very broad powers, but you are quite 
right that there is no definition of jeopardy or of the 
rules that should apply to a jeopardy hearing. I really 
congratulate you on bringing out that point. so, strongly. yt 
think this committee should spend considerable time 
reviewing the whole question of jeopardy hearings and what 
sort of rulings there should be for them; also, whether they 
should be compulsory at a certain date. You didn't specify, 
I guess, what particular date you would like to see, at what 
stage it should come in, after how many days? 


Dr. Murray: Could I make a comment on that particular 
point, and again I am going from the 1983 Annual Report of 
the Education Relations Commission. In the year after this 
act. first came in there were, I think, five or six strikes, 
of which five had jeopardy recommendations, with a range of 
days all far less than the Wellington County strike which 
went on. 


The only other jeopardy advisements that I am aware of 
from this report occurred in Renfrew in '77/78 with a 44- 
day school strike -- and it has been already alluded to in 
Sudbury in 1979 with a 56- day strike. Quite frankly, and I 
think Dr. Benson will agree with me, that some action should 
be taken at a much earlier stage in a strike, 15 days or 
something of this sort. 


I would not want to be precise on the day. I think a 
point was made earlier that different conditions apply, 
elementary, secondary, where you have a semestered system or 
you have a non-semestered system, and what I attempted to 
argue for is a process which would bring out when jeopardy 
would occur in the particular area. But I certainly do not 
see any argument for allowing a strike to continue 52 days 
Or anything close to that. If somebody is arguing that no 
jeopardy to students occurs as the strike goes on, I think 
the onus is on them to prove that. | 


Ms. Bryden: Yes. I think you are Fight Ore Ehat ache 
other point in your brief that I was very interested in was 
the request for openness, public hearings, advertised public 
hearings, the publication of criteria on which jeopardy is 
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based and things of that sort. 


You may recall the NDP/Liberal accord that helped to 
get this present government launched included a sunshine 
package which was freedom of information and more work for 
committees, more public hearings of this sort. But also it 
did include publication of criteria and rules under which 
boards and commissions operate. Also it included the 
recommendation that the appointments to things like the ERC 
should be opened up and any member or any individual could 
make recommendations to the government as to the people who 
should be on such commissions. I would certainly support 
that part of your brief quite strongly. 


You might even consider whether there should be an 
advisory committee to the ERC made up of students and 
parents and other representives of the general public. It 
might be difficult to put those people right on the board, 
especially at the moment, it is only a five-person board, 
but some boards do have advisory committees that review the 
things like decisions on criteria and that sort of thing, or 
make suggestions. So that is something that might be 
considered to open it up. Once again, the appointments to 
such advisory boards should be open as far as possible. At 
the present time the government still has the final say in 
who gets appointed, but at least nominations should flow to 
them from all sources. | . 


Just one other area. on think you are definitely 
demanding substantial reform of the ERC, and it looks like 
it is not working too well in a lot of areas. 


I think all committee members should be provided with 
the latest annual report, Mr. Chairman, if that can be 
arranged so we can have a clearer idea of what they do. 


But I think the whole make-up of the board as I was 
just mentioning should be considered and their powers; 
whether some of those powers should be delegated to others 
or go back to the bargaining process rather than them having 
the complete say in the process. They are required "to 
provide such assistance to parties as may facilitate the 
making or renewing of agreements” - well, that is very vague 
as to what assistance they should provide - "and to maintain 
an awareness in negotiations". Again that is very vague as 
to how the various bargaining sides report to then. 


So I would like to recommend that the ERC's power 
should be looked at. If you have any additional areas that 
you think should be looked at, I would like to hear it. 


Dre Mirraysee-) -think*thatetherthrusteot «che 
presentation was that we do not have any experience of the 
work’ ‘of the ERC’ prior to the) outbreak of a strikevand, 
therefore, I have no basis on which to comment other than 
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the fact that the negotiations went on for 21 months in 
Wellington County and nothing happened. So one could draw 
one’s own conclusions from that. What the thrust of the 
brief was that following the outbreak of a strike, whether 
because of legislation or the ERC, it is a very inadequate 
Situation. 


The Vice-Chairman: For Mrs. Bryden's information, our 
clerk, Debbie Deller, will be contacting the people in 
charge and you will be getting a copy of the '85/86 Annual 
Report. 


Ms. Bryden: Thank you. 
The Vice-Chairman: The members will all get one. 


Mr. Reycraft? 
Mr. Reycraft: Thank you, Mr. Chairman. 


A good part of the discussion and interchange around 
this presentation has focused on the failure of the 
Education Relations Committee to hold a jeopardy hearing. I 
am a bit intrigued by that particular phrase, and I would 
like to ask the delegation if either of you is aware of any 
precedent, when a formal hearing of jeopardy was held, or 
any provision within the legislation, to hold a jeopardy 
hearing? 


Dr. Murray: The answer to the second question is, 
obviously, there is provision in the current legislation for 
a hearing to be jheld. in ali of the discussicn, ana 
conversation during the strike, the word hearing was used. 
It was used even -- and this is from memory -- by people 
connected with the Education Relations Commission. So I 
assume that the commission in some forum held a hearing, but 
it was not clear to me whether this was internal or 
external. 


My thrust here in the brief is that in defining the 
procedures for jeopardy, I think a hearing should be held 
and I think it should be public; in other words, I think the 
criteria should be laid out and that the public should be 
involved in this. I refer to the comment that was made over 
here that some sunshine is needed. Parents found themselves 
totally in the dark about what was going on, as did 
students, and, quite frankly, so did the parties to the 
negotiation. I do not think that either the teachers or the 
trustees were aware. 


I feel that at a certain point some publicity, some 
public forum where these points could be made would be 
useful. The reason that the parents began our work, by 
holding a public meeting, was to provide information for the 
parents and students and we asked -- actually, we put an 
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enormous amount of pressure on the teachers and on the 
school trustees, neither of whom wanted to come and face the 
public to do that; and at least this was the first time in 
the Wellington negotiations -- and it sadly happened to wait 
until after the strike occurred -- but it was the first time 
that the public in all its sense received information about 
what had led up to the strike. 


The Vice-Chairman: Dr. Benson had a comment. 


Dr. Benson: I think Mr. Reycraft was right to bring 
up this question of: Where has there been a hearing before? 
There was a mythology actually created, and I think it 
arises from the document that jeopardy presumed there would 
be hearings so that people would be informed to say the 
education is in jeopardy, but in fact it did not happen, it 
could not happen, and we discovered that after been told by 
Mr. Field that there could be such a thing as jeopardy 
hearings. There never was one. 


The Vice-Chairman: I think Mr. Johnson has a point of 


order. 


¢: Mr. Chairman, just to follow-up on Mr. 
Reycraft's question. We are hopefully here for one purpose, 
to try and improve this act and I think we should be all 
working in that direction... 


Mr. Reycraft mentioned the process of the ERC and 
asked a question that I am not sure anyone can answer. 
Would it not be within the mandate of this committee to 
request the ERC to give us an outline of what they did do in 
the Wellington County dispute? I am sure we can use it as 
an example of how to avoid another strike. Is that in 
order? 


= . Si teprobabl vy. 18>)..0UuC,al bul (Cal .say 
is that the ERC held hearings only in the first or second 
year after they were -- 


Mr. Johnson: Let's review what the ERC, their 
involvement was in the Wellington County strike from Day 
One. 


The Vice-Chairman: Well, we can look into that. We 


certainly can. 


Mrs) Reveraft: Mrs Chairman, I am not challenging Dr. 
Murray's views on why there should have been a hearing or 
why there should be hearings. I am saying that it is unfair 
to criticize the ERC for not holding one because that has 
notoebeen avopartuoftetheaprocedure in the, past. That; isethe 
point that I am trying to make. 


Dr. Murray: Could I answer that point. My reading of 
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section 60, paragraph (h), says: that the ERC is to advise 
the Lieutenant Governor in Council when, in the opinion of 
the commission, the continuance of a strike, et cetera, will 
place in jeopardy. It does not say that they cannot hold a 
hearing. I think it is open to them, and had they wished to 
do so they could have done. The very fact that they hid 
behind secrecy, did not lay out any criteria, did not 
indicate that they were willing to hold a hearing, I think 
that that stands for itself. 


Dr. Benson: To add a further point. How can the ERC 
advise the government if it has not held a hearing to 
discover what is the effect on students? Are they in the 
semester system? Are they in the full year? What is the 
drop-out rate? And so forth. 


Mr. Reycraft: It can do so, Dr. Benson, by doing 
exactly what it did in the case of the Wellington strike, by 
maintaining constant contact through its mediator, fact 
finder, whatever, through its officials; maintaining 
constant contact with both parties in the argument by 
monitoring the situation very, very closely. 


I reject completely your suggestion that somehow the 
commission in this case was remote and disassociated from 
what was going on in Wellington County. That is not the 
case. : 


Dr. Benson: I deny that. Mr. Field was in Guelph 
once, Professor Donnelley never walked in Guelph, he never 
phoned any of us, we had no contact whatsoever. I charge 
very sincerely they were remiss in their conduct, and I have 
said that all the time. 


Dr. Murray: Mr. Chairman, eould I add tone’ other 
point. Even accepting Mr. Reycraft's stance that they were 
in constant touch, then I think the question must arise that 
they allowed the strike to continue for 52 days. They 
rested that, I think, on the principle that a locally 
negotiated settlement was preferable. Nobody knew better 
than they did what the state of negotiations were because 
the mediator was reporting back constantly and presumably 
was in constant touch and they had other means of finding 
out what was going on. One is left then with the conclusion 
that the Education Relations Commission does not think that 
a 52- day school strike places students in jeopardy, and if 
that is the case, then that is a very serious issue that I 
think this committee needs to examine. 


Mr. Reycraft: What is in jeopardy is not the 
Students, not their education. What they look at being 
jeopardized is the ability of the students to successfully 
complete courses of study. 


Dr. Murray: The question that I would like to get a 
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definition from somebody, perhaps you or the Education 
Relations Commission, is at what point in a semestered 
system does that happen? At the end of the semester when 
they have been on strike for the whole year? I mean, 
logically, surely there is some point in the school year at 
which a student's ability to complete a school year 
successfully is in jeopardy, because if there is not then 
Lice wile nOspOInc Incl UdingetLils tin the act. 


Mr. Reycraft: Are you suggesting that we should be 
able to identify a specific number, a specific number of 
days and that beyond that point a student's credit is in 
jeopardy and it would not be warranted? 


: I suggested three alternatives, there may 
be others and I am not wedded to any one. One is to have a 
trigger point where a jeopardy hearing, a public hearing 
would be held to enable the issue to be discussed, and I 
would hope that that would occur with criteria as to what 
constitues jeopardy; another is to have a trigger point 
where an alternative form of final offer selection or 
arbitration comes into place; or to have a line drawn that 
after this point we assume, through legislation, that 
students’ programs would be in jeopardy and no strike would 
Dewal lowed =torcontinue past= that, point. ~I think something 
has to be done. 


Mr. Callahan: Can I have a supplementary on that? 
The Vice-Chairman: I am not sure. We are way over 


Our time and I still have two more members who want to ask a 
question. I am going to be rude and I am going to say that 
Mr. Reycraft is going to have one more question and then I 
am going to Mr. Lupusella and Mr. Davis and I am not going 
to recognize any other questions. 


Mr. Callahan: That is a good ruling, Mr. Chairman. 


Mr. Reycraft: The Chairman has become very arbitrary 
this morning. 


I recognize your concern, Mr. Chairman. 


I did want to hear a bit more about this hearing and 
what form it would take and what it would achieve. Are we 
going to hear from different sides in the argument? Is that 
what would happen? Would it just be a repeated series of 
submissions by parents and students and others who wanted 
the strike ended? And eventually in such a hearing, I am 
assuming that somebody has to make a decision, the decision 
would be whether or not the ability of the students to 
complete the courses was in jeopardy? I am not sure that we 
would really achieve anything other than by providing a 
forum -- it is already available in other areas -- a forum 
for views to be expressed. 
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I am sure that once that decision is made there will 
still be those who will say the commission was wrong or the 
Ministry was wrong. The impression that we somehow 
eliminate all of the anxiety and everything that goes with a 
strike and the impression that that is going to be 
eliminated by holding a jeopardy hearing, I think that is as 
mythological as the rumour that a hearing should have been 
heldsin Wellington wan, ene 1alst place. 


Dr. Benson: Could I make a comment on that? We were 
continually told that they could not hold jeopardy 
hearings -- we were told this -- while negotiations were on. 
But the point is, if the negotiations are meaningless, if 
the two sides are so far apart, then you can go for week 
after week after week. 


What you were asking, Mr. Reycraft, are tough 
questions and my answer is that at some point you have to 
bite the bullet. You say is there a certain number of days? 
I would say yes, once you put in on the paper what the 
Characteristics of jeopardy are. It may mean that you 
trigger opening up that school at the end of 40 days, it may 
be 30 days, but in the wisdom of the proper committee they 
will have to bite the bullet and say we can't pussyfoot 
around. 


If you take my case, I teach in a university where © 
there is a semester system, I have 13 weeks. I can tell you 
right now that if we are shut down for six weeks I will say 
to my student, "You cannot get credit". Otherwise I am 
perpetuating an educational fraud because I have so much 
material, so many insights, et cetera. I cannot teach that 
to him in six weeks. 


What I am saying is that the Legislature have to take 
the same kind of firm attitude and say, yes, there are a 
certain number of days. Again, given the situation, whether 
it is elementary or whether it is a semester, of these 
things, can certainly be brought in. That is your job. 
What we are saying very strongly is that we have been failed 
in the fact that you put down legislature that no one can 
interpret what jeopardy is. 


Then you say what about the ERC, how would it work the 
hearing? There is a very obvious way. Obviously, the 
force -- I think the momentum will come from the school 
boards -- the onus would be on them to supply the 
documentation saying for the following reasons we believe 
jeopardy should be declared right now to open up; (the 
schools. Now if those reasons are bad, a properly 
constituted committee examining those would say the reasons 


are false. In this case they did not, they said they are 
negotiating. 
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Let me give one final detail and I think this is 
unique. You may say: How do we know that the negotiations 
were not meaningful? For a very simple reason, that I was 
phoned on a Saturday evening in November and asked to be 
party to these negotiations as one of the chairmen of the 
committee that were looking at. I went alonga=—siechink= at 
11 o'clock -- and I saw most of the cards that the teachers 
were dealing in these confidential negotiations. An hour 
and a half later I met the board. I was absolutely 
appalled. The board thought it was being more than 
generous; derelict in its duty to the taxpayers and the 
teachers' demands weren't even close to it. 


You might say that was my reading of it. Five weeks 
later the government said exactly the same thing when it saw 
both and said, "They are so far apart, we are legislating 
you back." So I viewed that the negotiations were 
meaningless. And we said publicly in the paper that we were 
finished with the teachers and the board, and we said we 
were going to the only place that it was and that was to 
start putting pressure on the government. I would like to 
do it again. And if the legislation in the act is left as 
it is, I would say forget both the teachers and the school 
board; the only thing is civil disobedience, disrupt this 
Legislature down here, throw paper, get arrested. It was 
the only way. While we were wasting our time, we were doing 
something. 


The Vice- Chairman: I think you made your point very. 
well. 


Mr. Lupusella? 


Mr. Lupusella: Thank you, Mr. Chairman. 


I would like to be extremely brief because I really 
enjoyed the content of the brief and the presentation made 
before this committee. But at any rate, I would like to 
bring up to your attention that you do not have to convince 
us now, after all the hearings that were made before this 
committee in relation to the principle that students must 
have the right to education and this principle must be 
incorporated into Bill 100 as the teachers having the right 
to strike. I think that if we are going to do that, at 
least we are going to balance those two principles. 


The other thing is that there is a need of having a 
clear definition of what jeopardy means and at the moment, 
as far as I am concerned, when I see Bill 100, even though 
we are going to get in the future a clear definition of what 
jeopardy means, it is an indication for the Education 
Relations Commission to act and to call public hearings, and 
50, Once MVeODinioOnsis..thatefacilitating the processviteis 
going to prolong the situation. 
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I am not particularly sure if you agree with me that 
if the Board of Education will have the power after 
incorporating the principle of what jeopardy means in the 
act, the Board of Education will have the power to declare 
the school year in jeopardy because when we have the 
definition we do not need public hearings any more. 


I think that in that way the Education Relations 
Commission, being instructed by the Board of Education, that 
commission has to act immediately because at least there is 
a clear position that the school year is in jeopardy. 


: I think that one of the reasons that the 
brief argued for a public hearing was to have the school 
board unilaterally declare the year in jeopardy might well 
be seen by teachers and others as a negotiating tactic on 
the part of the board which would be used at its pleasure to 
try and control the strike. Similarly, the teachers might 
want to argue that the school year in jeopardy, again as 
partof a’negotiating tactic. 


So I think it would be very wrong to have either of 
the parties to the strike given the power to declare that 
the school year is in jeopardy. But I do think that it 
would be instructive to have a public where the parties 
could present their views on an issue which clearly, if the 
decision was. that jeopardy had occured, then the strike 
would have to be declared over. I think that one of the 
advantages of having a public hearing is exactly that, to 
have an opportunity for the parties to present their views 
and other interested elements, obviously students and 
parents, not to talk, I would hope, on the rights and wrongs 
of the strike - I think that this is up to the® commission 
and up to the procedure to be set out - but to deal with the 
Specific issue of when jeopardy does occur. 


: The reason why I am suggesting that is 
it seems at the present time there is no balance whatsoever 
On Bill 100 because when the negotiation is going to break 
that board is shafted away. I mean, they lost control of 
the situation. And if you want to take into consideration 
the principle of the right to strike, the principle of the 
students to have the right to education, and also to give a 
definition of the protection about this education with a 
defintion of what jeopardy means, and the board, of course, 
has to assent the interest of the parents and education of 
the children and the kids, and so on. 


Why do you see such disbalance with my recommendation 
when in fact it appears to be very balanced? 


Dr Benson: I agree with Dr. Murray that I think, 
while I sympathize with what you are saying, the school 
board is a party to the strike; therefore, if we implement 
what you recommend, it would mean that once they declared 
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that the education was in fact, in their Opinion, in 
jeopardy, that automatically the strike would be ended. But 
it seems to me that would be quite wrong. It would need to 
be an outside one assessing whether in fact the board is, in 
fact, correct or not, because they want to open.pthe, scnool. 
So it has to be a third party to be fair to the union. 


: I appreciate your comment. The 
question is that in the course of different presentations 
made before this committee it was the opinion of the 
different boards that the whole process from the time when 
negotiation starts until the strike is called and until a 
settlement is reached, is too long. I am just wondering how 
we can make the process shorter? 


Thank you. 
The Vice-Chairman: Mr. Davis? 
Mr. Davis: Thank you, Mr. Chairman. 


Thank you gentlemen for coming and sharing with us. I 
think it is very important that the committee hears from 
parents who have been involved in and gone through the 
strike. Jeopardy was certainly one of the questions that 
was raised constantly by myself and Mr. Johnson and my 
party. In fact, it was the only party that raised the 
question of jeopardy. . 


Perhaps -- not now because I know the time is 
limited -- 


Mr. Lupusella: Mr. Ferraro. 


Mr. Davis: It was raised by Mr. Ferraro after we 
raised it. 


Mrs“ Callahan: “No; no; “no; no; no. 


Mr. Davis: Oh, yes, yes, yes, yes. Check the record, 
Mrie§ Callahan: 


Mr. Callahan: -- he would agree that it was raised in 
unison -- 


(Interjection) 


Mr. Offer:* Mr. Chairman, if you’can ask”’for“a 
Cclaniticationsas tosexactly.——- 


(Interjection) 


The Vice-Chairman: Mr. Davis, would you ask your 


question, please. 
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Mr. Davis: Yes, I will. 


Some of the concepts that you might wish to include, 
being educators, in the criteria that you would look for to 
decide whether a student could be placed in jeopardy. As an 
ex-trustee and very concerned in education, I agree with 
you. And it was the the point that we kept making that the 
school system in Wellington County, unlike the strike in 
1976 -- the one in Sudbury -- where a very few students were 
in a semestered school, the majority of your students were 
in semesters, and there was no way that you could make up 
that kind of process unless, in effect, the Minister of 
Education would say that all you need is 60 per cent to get 
a credit, which may be what he said. 


So I would appreciate from an educator some concept, 
because I think that my colleague, Mary Bryden, has pointed 
out, it is not so much that we want to define jeopardy so it 
becomes an end to a strike, but so teachers and parents and 
students and educators and, yes, legislators, have an 
understanding of when this could occur and then it could 
just go through the ERC by, I understand, a process which 
would say that someone asked the ERC to determine if there 
is jeopardy, here is the criteria, and the ERC would simply 
say in our opinion jeopardy does not exist. 


I have great difficulty in. understanding the Minister 
of Education -- unlike the Minister in the Sudbury strike 
who did intervene, by the way, did talk to both parties -- 
On a Wednesday afternoon in the House say there was no 
Criteria for jeopardy and on Thursday indicate there was, 
knowing that we had a resolution coming to the House saying 
order the teachers back *to work. seAnGeiten Seanpoiutical 
decision. 


My other concern has to do with teachers, community, 
students and families. 


Mire Reverafts ais this ia question, for the. witnecse 


Mr. Callahan: No, that is a political statement. It 
sounds like a prepatory for your re-election. 


Mr. Davis: I was upset the study did not take place. 
Could you just comment briefly. Do you think that there 
Should be a definitive number of days that a strike went on? 
I am going to say, for example, 20 days. 


That any strike that existed 20 days or more 
automatically there would be an external review of the issue 
On an educational level, on a negotiating level as to why 


the negotiation process failed and, if it did fail -- ana 
also On an economic and social level the impact that a 
strike has on the teachers and their families -- do you 


think that is a worthwhile thing to build data basis with? 
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_ Dr. Murray: Yes. This is what we tried to do. 
Having gone through this strike and having seen the 
suffering and witnessed all the impact on teachers, on 
school trustees, on the community, on students, you name it, 
nobody escaped. We tried after it was over to get some form 
of study, and I think for very understandable reasons in 
that particular community people wanted to forget it and 
they had enough, they suffered long enough, they wanted just 
to get back to school and do their work. But the sad thing 
is that we do not have any data from that that would help 
you and other people to resolve the issue in future. I 
think that that sort of a suggestion of a review of what led 
to this would be a very constructive one. 


Mr. Davis: The Sudbury report that was done, the 
study, they were only tracking students going into 
university and only tracked them for the first year, but did 
not track any student in grade 9, 10, 11 or 12 who may have 
been having difficulty anyhow in school and what effect it 
had on that student. 


Dr. Murray: Those are exactly the students that I was 
most concerned about as an educator. Students who were 
having difficulty and who may have may dropped out of 
school. The drop-out rate of students in high school is 
already too high. I do not know how many students dropped 
out at Wellington County because of the strike, but I think 
those are the students who may in the end have suffered 
most. 


Dr. Benson: There is a further point. I might say 
that unlike in the mid 70s the admission standard to 
universities have progressively got higher and higher. So 
again we do not have the hard facts. But if you have lost a 
semester and you are in grade 13, it would seem to me that 
that student trying to get into Queen's or whatever, is at a 
disadvantage when you have got to have 80-or-plus. 


Mr. Davis: I do know, and I do stand to be corrected, 
but I believe in the estimates that we had given to Minister 
of Education the’ ERC indicated to us that if the strike: had 
occurred in the second semester, the circumstances may have 
been different because of, I guess it is the application to 
university. 


Dr. Murray: One of the things that would have been 
different is that they would not have had the option of 
extending, as they claimed they did, for the first semester 
and shortening the both the first and the second semester. 
Even juggling the existing days without adding any time is 
not going to solve the problems that a 52- day strike 
brings. 


Mr. Davis: Thank you, Mr. Chairman. 
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Twill not -take:-the: political opposctunity to point out 
to my learned friends across the way that they have dropped 
educational spending by 4 per cent... 


h ice-Chaj : Thank you very much, Mr. Davis. I 
appreciate you are very concernec with the situation. 


I would like to thank, however, Dr. Murray and Dr. 
Benson for coming. I hope you do not take it as me wanting 
to be rude to cut these fine gentlemen off, but I think that 
you had a chance to make your point very well and I think 
the questions were coming back again at you in a different 
forum. 


I would like to thank you once again for coming. 


Dre Murray: - thank you; ~Mr., Chairman’ 


Dr. Benson: Thank you for having us. If we sounded 
polemical, frankly we are here for a constructive solution, 
not to attack people. 


The Vice-Chairman: I am sure. We understood that. 


We appreciate it. 
Gentlemen, we will be adjourned until tomorrow at 10 
Orclock: 


2 


The Committee adjourned at 12:59 p.m. 
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CONSIDERATION OF REVIEW OF THE SCHOOL BOARDS AND 
TEACHERS COLLECTIVE NEGOTIATIONS ACT 
(Continued ) 


The Vice-Chairman: Good morning ladies and gentlemen, 


members of the committee. I see a quorum. 


I would like to welcome this morning our first 
presenters. It is a joint presentation between the Ontario 
Public School Trustees' Association and the Ontario Separate 
School Trustees' Association. We have Sharon Campbell, 
President of the Ontario Public School Trustees; John Jakub, 
Director of Legal and Legal Services. 


From the Ontario Separate School Trustees' Association 
we have James C. Sherlock, President; Earle McCabe, Deputy 
Executive Director. 


Welcome lady and gentlemen, please proceed when you 
are ready. 


Ms. Campbell: Thank you, Mr. Chairman. 


Members of the two associations who are present today 
are Mr. Jim Sherlock who is President of Ontario Separate 
School Trustees' Association and a trustee of the Halton 
Roman Catholic Separate School Board; Earle McCabe, Deputy 
Executive Director of Ontario Separate School Trustees' 
Association; John Jakub on my right who is the Director of 
Legal and Personnel Services for Ontario Public School 
Trustees' Association; and I am Sharon Campbell, President 
of Ontario Public School Trustees' Association and a trustee 
from Prince Edward County Board of Education. 


Ontario Public School Trustees' Association and the 
Ontario Separate School Trustees' Association have available 
two-member boards, co-ordinated bargaining programs with 
expertise in labour relations. As well, an extensive data 
research service is available co-operatively to our member 
boards. Although, occasionally trustees organizations do 
have differences of opinion, the one issue that is common to 
all trustees across the province, both public and separate, 
is the negotiations process. 


We are proud to appear before you as a united voice in 
the education field. We negotiate with almost 22 bargaining 
units in the school boards across the province, and we are 
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pleased to be making such an important presentation to you 
today. 


After extensive consultation with school boards 
throughout Ontario, iwteis' clear that there is widespread 
dissatisfaction with the neqotiation process as currently 
established under Bill 100, the School Boards and Teachers _ 
Coliective Negotiations Act. Common among alli school boards 
is the concern that negotiations take too long. It was 
observed that teacher-school board bargaining takes far 
longer to reach a collective agreement than does bargaining 
in the private sector. 


In particular, it was felt that the processyof fact 
finding had not been of assistance in reaching a settlement, 
but rather has tended to produce delays and has contributed 
to making teacher-school board bargaining a lengthy and 
frustrating process. 


Finally, it was felt that Bill 100 lacks pressure 
points to encourage settlements by the parties. 


As a result of consultation with school boards, the 
Northern Ontario School Trustees' Association, Ontario 
Public School Trustees' Association, and the Ontario 
Separate School Trustees' Association are of the view that 
it is time to review Bill 100 with the objective of 
improving the legislation. 7 ; 


The School Trustees' Associations supporting this 
submission to the Ontario Legislature's Standing Committee 
on General Government collectively represent over 130 public 
and separate school boards which provide educational 
programs and services to over 1.1 million students. The 
school board is represented by associations negotiating with 
One or more of the five teacher federations established 
Under Bi dieT oon 


The positions and views of school trustees contained 
in this submission reflect a broad consensus among school 
boards on the reasons and ways Bill 100 should be changed. 
The School Trustees Associations are very pleased to be part 
of a Legislature review of Bill 100, which we believe is a 
necessary and important first step in a process that 
hopefully will lead to some positive improvements in the 
legislation. 


Mr. Sherlock: Mr. Chairman, page 2 involves our 
recommended model in point form and the commentary that 
follows provides rationale, and with your indulgence I would 
like to quickly read that into the record. 


The recommended model: (1) notice to bargain must be 


delivered by January 15th; (2) negotiations commence 
(teachers must deliver their initial brief on or before 
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February 15th; (3) April 30th - mediator appointed if there 
is no settlement; (4) teachers must vote on the school 
board's final offer no later than October lst. The teachers 
can set the date of the final offer vote which shall not be 
later than October lst. Two weeks prior to the date set for 
the vote, the Board shall’ déliver its final offer to’ the 
teachers; (5) if no settlement is reached or the teachers do 
not accept the school board's final offer, a full withdrawal 
of services will commence on the fifth day following the 
vote; (6) the full withdrawal of services will continue 
until either a settlement is reached or jeopardy is pubicly 
declared by the Education Relation Commission and the 
government acts to terminate the withdrawal of services. 


The rationale for (1), notice to bargain must be 
delivered by January 15th. Under the present Bill 100, 
notice to bargain must be delivered in January. In some 
cases this change will move up the commencement of 
bargaining by two weeks. 


Point (2): Teachers must deliver their initial brief 
on or before February 15th. 


This was raised as a significant concern by school 
boards. School boards were often in the position of not 
receiving any proposal from the teachers until May and even 
June after having an initial meeting in January or February. 
This makes it very difficult to negotiate a collective 
agreement prior to the end of June. 


Identifying the issues early on would let meaningful 
negotiations begin in the year so that full discussions and 
debates of the issues could take place prior to the end of 
June in order to have an agreement settled for September 
LS toe 


Point (3): Mediator to be appointed by April 30th. 


Mediation was generally felt to be a useful process. 
The new model would make mediation compulsory if there is no 
agreement by April 30th. Mediation is not mandatory under 
the present Bill 100. 


It was felt that by April 30th the party have had 
ample opportunity to negotiate an agreement on their own. 
In addition, the parties would have the assistance of a 
mediator for the entire period of the summer if this is 
necessary. 


It should be noted that given this fixed time line for 
the appointment of a mediator, there will be a heavy 
requirement for mediators at the Education Relations 
Commiuss100 6h edceat.dcal Or Care will have to de -vaKken by 
the ERC to ensure that the required number of quality 
mediators is available. 
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Points (4), (5) and (6): The teachers must vote on 
the school board's final offer no later than October lst, 
and if the final offer is not accepted a full withdrawal of 
services begins on the fifth day following the vote. The 
strike will continue until a settlement is agreed to by the 
parties. 


lt was felt. that the current process of negotiations 
allows both parties to drift through the process with little 
pressure being exerted. The recommended process will put 
extreme pressure on both parties to reach an agreement. 


The strike that takes place will be a full strike and 
not a work-to-rule. Any action less than a full withdrawal 
of services will be deemed to be acceptance of the board's 
Lindl orrer., 


The inclusion of the October lst deadline in the model 
should encourage boards and teachers to reach a negotiated 
Settlement prior sto a tinalmortersvote waineadaqition, sit 
will put a great deal of pressure on the board to ensure 
that the final offer is reasonable. 


A strike at this time of the year would minimize harm 
to the students. 


The full withdrawal of services would continue until a 
settlement is reached. The parties would be free to 
continue negotiation meetings and to avail themselves to the 
assistance of a mediator. If agreed to by both parties, the 
matter could be resolved by sending the outstanding issues 
COGarbitractvon Or Lo Ginel offer selection: 


Parties should be free to develop their own rules for 
Final offer selection and specifically should be entitled to 
allow issue by issue final offer selection. Under the 
present rules for final offer selection, the total position 
of one of the parties on all the issues must be accepted. 
The process could allow for selection of positions on an 
issue by issue basis. This, it was felt, may make final 
offer selection a more acceptable alternative to 
arbitration. 


: The Education Relations Commission 
Should be charged with the responsibility to monitor strikes 
and to report when there is jeopardy. While not wanting to 
dictate to the commission when jeopardy has occurred,;: it is 
hoped that the Education Relations Commission would develop 
rules and guidelines to be followed when making a judgment 
as to jeopardy. At present, the procedure is far too ad 
hoc. It is felt that guidelines by Education Relations 
Commission with respect to when the commission will test to 
see if there is jeopardy (e.g. after 30 days, after 45 days) 
and what factors they will look at in coming to their 
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conclusion would assist not only the commission but also the 
parties to have a better appreciation of when and if 
jeopardy may be declared. 


Once jeopardy has been declared, it is understood that 
the government may deem it necessary to take action to end 
the strike throughout legislation. 


School boards remain very concerned with the 
consequences of strike action on students. Consideration 
has been given to recommending that any time lost due to a 
strike be made up by having school continue past the end of 
June for a time equal to the time lost due to the strike. 
However, to suggest that in situations where jeopardy has 
been declared, the extra days be made up by continuing past 
the traditional school ending in June was seen as reasonable 
by school boards. The rationale being that once jeopardy is 
declared, it is critical the students make up lost time. 


Finally, the associations urge that the Minister of 
Education undertake a summary of the effect of teacher 
strikes on students. 


In conclusion, the views of the associations with 
respect to improving Bill 100 have two themes. The first is 
that negotiations must become more time efficient. Under 
the present Bill 100 things dragged on for far tooslong. A 
settlement preferably before the school year commences, but 
no later than October lst must be the prime objective of any 
new process. The new process suggested puts a greater 
pressure on the parties to achieve this objective. 


The second is that fact finding had outlived its 
usefulness. While the associations felt that, in general, 
fact finding hindered the process more than it helped, it 
was acknowledged there may be circumstance where it is of 
benefit to the parties. It should certainly not be a 
Mandatory process under Bill 100. It should remain, 
however, aS an option available if both parties to the 
negotiations request it. 


To underline the importance of our feelings about fact 
finding, I would like to ask John Jakub to make a final note 
about it. 


Mr. Jakub: Thank you, Mr. Chairman. 


I would just like to take a few moments and really 
highlight a very important aspect of our brief, and that 
part deals with our very serious reservations about the role 
ofS factefindingvas it presently existstunder Bila 100. 


Concerns about the fact finding process have existed 


for some time now, and I just like to read for a minute from 
the opinion of John Crispo in the Matthew Commission Report. 
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Now, this happened to be a dissenting opinion on the role of 
fact finding, but I think it is very important that we hear 
his comments. 


I have several inter-related reasons for opposing my 
colleagues' recommendation on fact finding. My basic 
concern is that not enough reliance is placed on mediation 
under Bill 100. Experience with mediation in virtually all 
Canadian and free world jurisdictions reveals it to be by 
far the most effective third party technique for resolving 
labour management disputes. Under Bill 100 mediation is a 
much neglected technique. Moreover, after fact finding, 
mediation has been brought into play in roughly half the 
cases. These statistics really speak for themselves. 
Mediation is under-utilized before fact finding, when it 
could be most effective and then heavily relied upon after 
fact finding to help bail out the process. 


I would make mediation the only mandatory form of 
third party intervention before a strike or lock-out takes 
place. I would not follow it with automatic or compulsory 
fact finding because that would tend to undermine it. After 
all, it stands to reason, and experience reveals, that if 
both parties know that any other form of third party 
intervention is going to follow mediation, they will tend to 
hold back in the hope that they may do even better at a 
later stage. 


As for my colleague's concern about the public right 
to know, I would leave it to the mediators to spell out the 
final position of the parties if he or she cannot resolve 
their differences, since the public pays little or no 
attention to the facts in these cases. In any event, I am 
not as preoccupied as they are to have the judgment of 
so-called independent and objective third parties put before 
the public before there is a real problem. 


My final point is that fact finding is becoming part 
of a protracted ritual dance under Bill 100. This becomes 
especially apparent in those cases where mediation takes 
place both before and after fact finding. Fact finding 
could play a much more useful role under Bill 100, but only 
if both parties want it or the ERC deems it appropriate 
after they have become embroiled in a dispute. That is why 
I so recommend. 


Accordingly, as I already indicated, mediation would 
become the only automatic or compulsory process before work 
stoppage could occur. By implication and inference this 
decenting set of viewpoints also leads me to depart from the 
commission's recommendations on number of minor, ancillary, 
unnelated eocints. 


I just bring that to your attention in order to say 
that the concerns about fact finding have been in existence 
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for some time, and I think since the Matthews Commission 
have only been highlighted. In our opinion, fact finding 
stalls the process in most instances and it diverts the 
attention of parties from working towards a settlement. The 
parties spend more time posturing for a fact finder's report 
instead of preparing themselves for negotiations. 


There are, however, exceptions. Fact finding has been 
OfMassSistance in a number of jurisdictions. “It “should, 
therefore, be available to the parties if both the parties 
should request. It should, however, as was indicated in our 
brief, not be a mandatory step in the process. 


Thank you. 
The Vice-Chairman: Thank you very much. We are going 


to proceed with questions if it is okay with you. 
Mr. Johnson? 


Mr. Johnson: Thank you, Mr. Chairman. You maintain 
that fact finding should remain on option but only if both 
parties request it. 


What about mediation, should it come in at the request 
of one or the other or two should be requestable parties? 


Mr. Jakub: We propose that mediation would be a 
Mandatory step in the process. So that at some point in 
time if there is not a settlement you must have a mediator 
imposed. But we would see that mediation could occur prior 
to that time if the parties so requested. 


Mr. Johnson: Who would call the time slot? 


Mr. Jakub: Under our proposal, mediation must occur 
by April the 30th. If the parties themselves wanted a 
mediator prior to that time then they could certainly 
request one. 


Mr. Johnson: By April the 30th it would be mandatory? 


Mr. Jakub: That is correct. 


Mr. Johnson: Could we deal with the ERC. We had some 
serious discussion yesterday pertaining to the rule, and I 
understand at the present time there is no process for 
requesting jeopardy hearings if the Education Relation 
Commission decides there is no need for a hearing? 


Mr. Jakub: If I can go back to what our proposal on 
jeopardy is. We have some concerns that the issue of 
jeopardy is one that is not, perhaps, dealt with firmly 
enough. The ERC has a tremendous amount of discretion, and 
while we are not suggesting that that be taken away in any 
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way, there should be some guidance, perhaps, in the way of 
some internal rules as when the ERC will actually look at 


the whole question of jeopardy. 


Mr. Johnson: In the Wellington strike a few years 
ago, which lasted 52 late days, the board requested the 
jeopardy hearing as of November lst. Again, November the 
12th before provincial members involved requested it as 
well. The ERC denied the hearing; it never did occur. 


At what point in time do you feel that it should 
triggercin: 


Mr. Sherlock: I think under the model that we are 
Suggesting, because of the tightened time lines, that the 
Wellington <situation ‘couldn't occurnsagdins=lOctoberrist 
would really be a deadline for a settlement and the jeopardy 
question is one that is, by and large, beyond our control. 
We have, I think, the same concerns as the four members in 
Wellington about not having the education of the students 
threatened. It is something that perhaps your committee can 
Geal with. 


Mr. Johnson: I would hope that the committee would 
address the problem. The commission does not have to 
respond to requests of a jeopardy hearing. The terms of 
reference are very loose, to say the least. 


7 Mr. Sherlock: We have not specifically addressed the 
point in our-brief. We do feel, as I say, the compact time 
lines here are hopefully going to remove the prolonged 
negotiations which lead to strikes late in the school year 
and prolonged strikes which could bring on the jeopardy 
Situation. Our feeling is that this model would greatly 
alleviate those possibilities. 


: Page 4 and 5, the bottom of page 4 and 
the top of page 5 in our brief we have Suggested that one of 
the things that should be more specific is a time for 
testing jeopardy. There needs to be a definite time set 
when boards and teachers can expect that there will be a 
test done. That is one the things that we need to put in 
place. 


Mr. Johnson: Should there not be a mechanism that the 
parties involved should have a little more say in requesting 
@ hearing, that the commission at least has to explain to 
them why they feel that it is unnecessary; for example, the 
parents? 


Ms. Campbell: Yes. The parents, certainly in a 
strike situation where education is in jeopardy for their 
children, make their feelings known. We have all read the 
newspaper reports and seen the media reports about that kind 
of thing. I think they feel that one of the main ways that 
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their views are made known is to their trustees who 
represent them. I think that it goes to what we were just 
discussing, there must be a better process than from the 
trustees to interpret that to ERC and demand a jeopardy 
hearing. 


‘Mr. Johnson: The last question. You state: "The 
associations urge that the Minister of Education undertake a 
study of the effect of teachers strikes on students." 


The Wellington Board also requested on February the 
2nd that the Minister of Education do a study or have a 
study conducted on a strike and the Minister is not deemed 
wise to do so. Your feeling is that a study would be 
beneficial? 


sha. Ltrcertainly- would. be. «Isthinkrit 
would be beneficial to the parties involved in negotiations; 
that is, the teachers and the school boards, and it would 
also beneficial for public knowledge. 


Mr. Johnson: Thank you, Mr. Chairman. 
Pheeyvice=Chairman: Mr .sAllen? 
Mr. Allen: Thank you very much, Mr. Chairman. 


. The frequency with which we meet each other underlines 
once again the importance of us having a legislative select 
committee on education matters. It simply goes on and on, 
and I expect that it would continue to be -- 


I am very pleased to have your brief and also to have 
the joint submission because it does give a kind of 
asserting of views which helps us greatly. We have had, of 
course, some boards before us individually and also the 
association of large school boards as well. While there 
obviously is a considerable agreement around questions of 
shortening the process, there has been quite a variety of 
Suggestions as to how you do that and a variety of time 
lines that have been proposed, and it is the latter that I 
want to ask you about first. 


I note, for example, that you allow more time between 
the establishment of the mediator and the last date for 
votinguon=the-boarda’s finals offer: than: you;do) for ithe) actual 
negotiations themselves that lead up to the appointment of 
the mediator. Was that a conscious decision, and could you 
explain that balance for us? 


As someone not involved in the process, I appreciate 
knowing whether it is more important to have more time in 
negotiation than in mediation normally, and whether it was a 
deliberate decision on your part to strike that time balance 


Orenot? 
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MresMcCabe:. .2 «thinks. if demight,eMr.. Chatirmanjaun 
replying) to; Dre. Al len,, tem. (Gl), gin the cumrent, oroceaune 
probably is the only set of negotiations within a given 
Spirit, it goes on the province where we have a three month 
hiatus, mid June to mid September. We would envisage that 
if you want to be involved either as a teacher negotiator or 
trustee negotiator that you be prepared to work in July and 
August; wThaty is a opartiofvour tighteninguupreestihe: date is 
filexiblex 


I think we can work within anything that is reasonable 
that will reduce that, but part of the rationale was that 
the teachers have got to be seen to have some choice in the 
process and in this part of it they would set the date on 
which the vote would take place. We felt it reasonable that 
we afford an opportunity for September negotiations. 


Further, we would have to deliver our final and best 
offer, and I look upon that as something on the order or the 
nature or the submission one would make to the final offer 
selector, that’ showldsiber pretty, hard: tout urned Guiness 1 iSosl 
think with responsible negotiation throughout that period of 
February through to the end of August, possibly the first 
two weeks of September, then the vote, I think, we have a 
greater opportunity for avoiding the rancor between staff. 


Just thinking in terms of the York region RCS one, and 
a quote from yesterday's star. It is a quote from the 
teacher negotiator, Mr. Jarvis: "Relations between the 
teachers and the Board deteriorated during the long 
prolonged dispute." 


I think that is a part of our process in our proposal 
to you to tighten that up and avoid those situations. It 
inhibits the purpose for which we are both here. 


Mr. Allen: A board yesterday proposed starting later 
with about the same kind of terminal dates that you have, 
and I presume that was because so little happens often early 
inatchesprocesss*eaBUuteif: Imam hearing you correctly you are 
Saying that the hiatus that occurs through the June, July, 
August area really does not make that proposal a very viable 
one unless you could be absolutely certain of attaching 
those three months actively into the process. Is that 
correct? 


Ms. Campbell]: I think as well, we have recommended as 
recommendations 1 and 2 that the whole process begin more 
Quickly. As it is now, notice of bargain is given in 
January. It may be two or three months before the actual 
proposals come before the school boards and then the 
Proposals are exchanged back and forth. So we are really 
concerned that the tightening up take place not only at the 
end, but also at the beginning in the process. 
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Just to elaborate on what Earle had said, during the 
whole negotiations process in the school system, so much of 
the resources of that system just zero in on the process, so 
much time and energy that we feel so strongly that it needs 
to be shortended. The mechanics of bringing together 
particularly the teachers during the summertime to discuss 
and vote on proposals that may have been made, even though 
negotiations are carrying on during June, July and August, 
mechanics of getting together are sometimes difficult. That 
is why we felt a time that allowed school to have begun 
again and everyone to be back in place, so to speak, would 
be a greater degree of fairness to keep people up to date 
over what may have happened over the summertime. So that is 
why we are suggesting October lst. 


Mr. Sherlock: Excuse me, Dr. Allen, if I could 
comment as well. You are concerned about a short period for 
negotiations. Very experienced labour relations specialists 
has said that the two-step key to fast negotiations is to 
Starcalate wand Cel imtne™ Whole = trier quickly. =" in my 
experience over many years of teacher negotiations has been 
that the prolonged process really encourages a lot of time 
spent not negotiating with outside limit starting position 
and very minimal incremental changes towards the middle 
position where people agree. . 


The true negotiations frequently occur in a period of 
two or three days, and when people set their mind to it and 
fa trend 1s” €stabiished, “that  1s”ail~ the time: it “takes. 


So I think that the period that we are proposing is 
more than adequate if negotations are really taking place. 


Mr. Allen: I am interested in your two or three days 
because somebody yesterday waved a very thick book at us to 
illustrate all of the issues and subject matters that come 
up for negotiation, and one really had the impression that 
perhaps it was almost impossible to get through that kind of 
list in any reasonable length of time. 


Mr. Sherlock: Sometimes there is an attempt to 
rewrite the entire collective agreement every year and, you 
know, get what you can. 


Mr. Allen: If I may observe, your brief I think is 
quite moderate in its approach. You are running the middle 
line, for example, a bit on fact finding. We, of course, 
have had a number of briefs that propose just simply to 
eliminate the fact finder period, and it is interesting for 
us to note that you do see the odd occasion there are uses 
for that and we should not, therefore, throw the baby out 
with the bath water, but find a better way to use it to the 
benefit of all parties. 


There are a number of items that you do not refer to 
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that have come up in our discussions, and I presume it is 
deliberate on your part, so let me ask you because I think 
the reasoning why you may not have included them would help 
us in our evaluation of the proposes that we have heard from 
other boards and teachers groups. 


I notice, for example, that you are not proposing that 
there be. any change inva board's opportunity, for ylock-out< 
We have had, as you would, I think, expect a number of 
boards propose to us that the lock-out should attach to the 
board's powers the moment that the teachers are in a legal 
position to strike. Did you deliberately leave that as it 
isein the fact sand, s1f so, why? 


Mr. Sherlock: Again, I agree with you that we are 
taking a moderate approach. We have not tried to recommend 
Changes in basic principle. We think that it is hard to 
argue’ with the track record of Bill. 100 with trespectito 
overall delivery of collective agreements, aside from the 
frustration of prolonged negotiations. 


So we are not suggesting to the committee that the 
basic principles be changed, but that the process be 
tightened up; and we feel that that would be the best way to 
improve the current legislation. 


a t.—JUSt further stogthat..aiteis sthe “process 
that we are addressing. The process of both parties in the 
whole negotiations and we feel that it needs to be made 
betters formbotneorrus 


Mr. Allen: I think some other parties said that the 
process might be toughened up by changing some of the 
particulars, too, and I notice that you did say something 
about improving the pressure points. I guess there is some 
disagreement as to what pressure points are more effective 
than others. 


I had a sense after our discussion about lock-outs 
yesterday that there was a disposition to think after all 
that perhaps it would never be used, why would anyone do 
that and get themself into that bad public relations 
Situation and, therefore, it wasn't perhaps as useful a 
proposal after all. 


There was also a proposal that the strike period 
itself be defined and limited. That was proposed to us, 
that there be a 30-day strike period and at the end of the 
strike then -- I am not quite sure what was intended to 
happen, the system would have to be closed down or whatever 
by some other third party. But do yvouUsSGeranyeme rit ati all 
in the concept of a closed strike period, or is it something 
to you that would be quite unproductive? 


Mr. McCabe: I think, Mr. Chairman, if I Might, that 
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would defeat the purpose because if you are going to set up 
that you can serve notice in January, you get to an offer 
when you get to it, September when they get a fact finder 
appointed, you will have fact finding and then mediation, 
now a thirty-day strike; you have created another paramater 
to which we can go. To go on strike, we know that we are 
not going to*be owt more than 30 days. I think that is a 
wrong attitude to be entering upon a strike. If you 
entering upon a strike, you are there on principle and you 
are prepared to stay until you have made your point. 


I am just quickly looking over some stats in that 


respect. In the vast majority -- I.don't think I can get 
more than -- I am guessing here, I am subject to correction, 
Sir -- but more than about five or six strikes going back to 


'75 that have lasted in excess of 30 days. So then I have 
to say where did the 30 days come back from? There was only 
four or five that would be on that, the others resolved in 
advance. Would they have resolved had they known that after 
30 days they were going back to work? I would feel very 
uneasy with that nature of a premise. 


Mr. Allen: That is an interesting response, because I 
think some of us felt that it would be tempting the length 
of strikes to lengthen rather than to shorten. 


I think those are my main questions,. Mr. Chairman, and 
I thank the representatives very much for coming and 
responding so helpfully. 


The Vice-Chairman: Mrs. Bryden? 
Ms. Bryden: Thank you, Mr. Chairman. 


I am very pleased that the trustees did come before us 
as a joint group because we wouldn't have the full picture 
without you here. 


Can you tell me how many boards are in your 
association and how many are not? Do you represent 
practically all the boards as trustees in Ontario? 


Ms. Campbell: Ontario Trustees' Association 
represents 57 public school boards across the province. 


Mr. Sherlock: Our association have all of our member 
boards participating in the association, 53. 


Ms. Bryden: How much, roughly, are not in any of your 
associations? 


Mr. McCabe: In our case, there are only about five or 
six very first language French boards, otherwise every RCS 
board is a member of our association. 
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Ms. Campbell: As well, although we don't have 
representation in person from the Northern Ontario School 


Trustees' Association, they are also members of this brief; 

and the two associations, ourselves and Northern, there are, 
I believe,» only li, public school, boards: in the, province who 

do not to belong to either Northern Ontario or OPSTA. 


2. oO. yOu speak, Eon caiveryelange group.» The 
one area that I wanted to ask a question on was your 
proposal that perhaps lost time when jeopardy has been 
declared should be made up in some way or other, possibly 
into the vacation period. 


How would that be financed? Would it have to come 
entirely out of school board funds? Presumably, you do make 
Savings when the the teachers are on strike? But there may 
be lost time to work-to-rule and there may be other people 
who were not involved in the strike who would have to come 
back during the vacation period. How would that be 
financed? Would you expect some provincial grants, for 
example, for the lost time? 


Mr. Sherlock: I would suspect, as you have indicated, 
that the boards in setting their budgets have established a 
mill rate on the local ratepayers and that part of the 
revenue remains intact. Part of the government grant 
related to teachers' salaries during the period of the 
_ Strike would not be paid at that time, but if those: teaching 

days were made up it would simply be the same grant being 

restored. 


Ms. Bryden: So that you would not have to get an 
extra grant from the province? 


Mr. Sherlock: I don't think there would be any 
changes. 


The only thing that bothered me with some 
of the long strikes, there might be no vacation at all? 


Ms. Campbell: I suppose that is true. 

Ms. Bryden: Thank you, Mr. Chairman. 

Mr. McCabe: Then maybe the strike was the vacation. 
Zhe Vice-Chairman: Mr. Callahan? 


Mr. Callahan: I want to address a couple of items. I 
notice that you are suggesting, as has been suggested by 
others, that a certain time frame would be prime facie 
jeopardy and the hearings would start. It is probably a 
good way of trying to trigger it so it is not sort of left 
hanging out in the air without a definite period when you 
would start the jeopardy going. Do you not see that as 
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adding to the process? 


I mean, I found in my former life in practising law 
that if they have 10 days to file a Statement of Defence, 
the Statement of Defence was filed on the 10th day; if you 
enlarge that to 20, it would be done on the 20th. That is 
my concern about a definitive period being suggested of 30 
days or 45 days, et cetera, that you suggest on page 5. 


Mr. Sherlock: Overall, though, I believe that the 
package of recommendations that we are making really 
tightens up the process. Under the current legislation it 
can be much more protracted than what we are suggesting in 
the process we are recommending. 


: I appreciate that in the present 
Situation, but let me suggest as an alternative that within 
the process -- and I am assuming that this whole process at 
the focal point of that process is the best interest of the 
children. I would hope that would be the -- 


Mr. Sherlock: We certainly agree with that. 


Mr. Callahan: In the main that is the desire, but 
sometimes because you are taking a process that really works 
well within the economic or the business climate and you are 
injecting into an area where you have that additional 
commodity and the focal point, the best interest of the 
children, perhaps it would be better to have a principle 
that is applied by the courts when they deal with the 
questions of custody or access or anything with relation to 
children; that they put themselves in the position of being 
pater patrion of that child and the interests of the parents 
are irrelevant, and the court itself makes the determination 
as to whether or not the facts say that what is going on is 
not in the best interests of the children. 


If that type of a concept was introduced into the act 
in order to trigger the jeopardy, would that not be better 
than the time frame that you are talking about? 


Ms. Campbell: What we have suggested is not a time 
frame to trigger the jeopardy, but rather a time frame to 
test whether or not there is jeopardy, and I think the two 
could be quite different. 


Mr. Callahan: In essence what it is doing is it is 
making the jeopardy consideration to come into play, and 
what I am suggesting is that nowhere in the act do I see 
anything definitively that says that the best interests of 
the children is the primary concern. There is nothing 
specifically in the act that says that. All it does is 
really give you an act which is analogous to a labour 
relations process in the commercial world. 
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Mr. Sherlock: I think we absolutely accept the basic 
premise of what you are saying and would be open to anything 
that the committee might do to implement your objective. 


Mr. Callahan: Okay. The second thing that you have 
Suggested at page 3, and it has been suggested by other 
groups, that the time frame for carrying all of this out, 
the protracted. And what concerns me is by setting up rules 
to protract it, are you not, in fact, allowing both parties 
the opportunity to say - well, because nothing has to be 
done until that specific date we can just muddle around or 
whatever or continue to carry on maybe useful, maybe useless 
activities during that period of time? 


Mr. Sherlock: Under the existing situation, this year 
we have in our own system strikes or threatened strikes 
coming up after the winter break that really do threaten the 
school year for the children. In the model we are proposing 
that would not happen. 


I am not sure I understand the point you are making 
about protracting. Our overall model, really -- 


Mr. Callahan: Is beyond that. 
MreeeneL LOCK: FExXact Ly. 


: I appreciate that. I recognize that 
that possibility is in the act, but by substituting an 
alternative, I gather, as Dr. Allen said, you are trying to 
come up with something that is acceptable to both sides. 


Do you not see, though, that by putting definite time 
petlods (OM wit that it, mrqnt encourage parties to go to that 
bitter end? 


Ms. Campbell]: The recommendations that we have made 
do specify times at which the process would come to an end 
if there had not been any agreement reached by the beginning 
of October. As it is now, the only times really that have 
any significance is the September Ist date for fact finding, 
which doesn't mean very much, in fact. 


We feel that there has to be due time to come to an 
agreement between the two parties to duly discuss the issues 
and try to reach an agreement, but we want to see an end to 
it, a definite end to that process. 


: Looking at the current situation, if I 
might, Mr. Chairman. At the present time the teachers can 
request the board's final offer and have the ERC conduct a 
vote, a supervised vote, generally presided over by a 
federal or provincial returning officer. They could at the 
Same time hold a strike vote or, ultimatel , they could hold 
those as separate votes and separate dates. They could have 
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a strike vote, vote in favour of the strike and wait 60, 70, 
80 days before fixing the date of the strike. That is the 
problem in the current situation, that it goes on 
indefinitely. 


Consider the two strikes we have had this year in the 
separate school system in Windsor and the Soo. Those boards 
have taken 15 months to achieve -- the teachers and the 
boards there -- 15 months to achieve an agreement that is 
already expired. So under this proposal you would have the 
teachers fixing the date, but not later than October the 
ist, and we must deliver the offer. I think you will get a 
much better control under this proposal. 


Mr. Callahan: I quite agree. But let me try this one 
On you. It may be totally unworkable, but it would seem to 
me that both from the standpoint of trustees and also from 
the standpoint of teachers that if the matter intrudes into 
the first semester, let's take a semestered situation -- and 
I never been able to understand why semesters are etched in 
stone that they have to run from September to Christmas and 
then Christmas break to the end of the year, surely there is 
flexibility enough that if the two parties realize that if 
they protracted then, in fact, there would be a change of 
the school year -- they would have to go for the first 
semester into the new year and then from the new year into 
‘the latter part of the summer, and that would mean that the 
parties negotiating would have to recognize that they are 
not going to be guaranteed that three-month break at the end 
of the second semester. 


Our school systems, in my mind, have always been 
somewhat unusual in that we have -- I guess, the farming 
element that we had to get everybody out for the summer so 
that they can bring in the crops produced a stereotype 
situation where no one could possibly go to school during 
the summer, and that has all the additional benefits or 
Getriments that you have with schools sitting there that 
Millions of dollars have been paid for and are not used at 
all during the summer. 


What I am saying is, if there was a component in here 
that if you want to negotiate, fine, go ahead and negotiate, 
but recognizing the salient and basic and major principle of 
the childrens' best interests, that if you do that that year 
is going to be done. but not in a-protracted fashion; it; is 
going to be carried on, perhaps, into the holiday, the 
proposed holiday of perhaps the trustees and the teacher. 


Mr. Sherlock: The point of fact, I believe most 
semestering systems actually run through until the end of 
January. I think we would also agree with you that the 
school year is something that should be looked at, but 
perhaps by another committee. 
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Mr Cellehant. All Tam thinking, sande tealsnotetry ind 
to be one sided on this because I can see that there has to 
be a relationship between the teaching profession and the 
boards. 


I think in the main teachers want to see that the 
interests of the children are adequately represented and 
that they do in fact get a correct educational opportunity. 
But if you really believe in putting the child's interest 
first, then if the process continues, either as you have 
suggested -- and I think even going into the October can 
have a significant impact on a child's education -- why not 
put a provision there that if you want to delay it, delay it 
at the parallel of getting out on June 30th or whatever the 
date is. 


Ms. Campbell: In fact, I believe that is what we are 
recommending. 


Mies Callahan sice I am sorry, ly didn’ t..read.1cuthat) way - 


On page 5 we are suggesting that time 
that is lost during the school year should be made up during 
the school year, and I believe that is what you are saying. 


Mr Coa Plana) Okay. 


Ms. Campbell: Yes, from the time that has been 
traditional school year time. If a portion of that 
traditional school year time is lost, then it should be made 
at some other time in the year, and I believe that is what 
you are saying. 


Mr. Callahan: Yes. That is right.. I am sorry I did 
not see it. I think it is a good idea because in fact it 
does put the emphasis on the best interests of the child. 

If we adults want to continue to negotiate, so be it; but it 
does not interfere with the young people and all it does is 
sort of readjust the school year. 


Ms. Campbell: Exactly. 
Mr. Callahan: Just one final iten. 


Mr. Allen: Mr. Chairman, may I have a supplementary 
on that? A very brief one. 


The Vice-Chairman: Sure. 


Mr. Allen: I think it would be helpful for the 
committee to hear your views on this. We often think of the 
jeopardy the children are in in terms of whole semesters or 
in terms of whole years, and with (a) the amount of 
individualized instruction that takes place with children 
even in the elementary school at different levels of 
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progress, and what-have-you, in many respects of their own 
time insofar as that is possible; and secondly, in the 
secondary system where we have got a credit system in place. 


Isn't it better to think in terms of the jeopardy in 
terms of the smaller units, some part of which might be lost 
or there might be some retardation in them so that you might 
lose a credit but you do not lose a semester, like, there 
are two credits but you do not lose the year? The scale of 
class that we are talking about is really much more 
adjustable in the system than if we just simply have locked 
in your minds that we are talking about whole semesters or 
whole years lost. Can you comment on that? 


: I think that is true because there now 
is a great deal of flexibility in programming in this school 
for individual students, and that is probably true. We do 
not think any longer, in most instances anyway, in terms of 
a whole ten-month school year. There are break up points in 
that year. I think what you have said is very true. 


Mr. Callahan: This very quickly is the final 
question, and I have asked this of most of the delegations 
that come forward. Recognizing the trustees are politically 
elected, and I guess similarly to a city counsel where the 
mill rate is set and the staff have brought in their budgets 
and they tell’ the staff, they say - this is the mill rate we 
want. They tell the staff to go back and pare down all of 
their budgets’ to achieve that end so that they can -- let's 
be realistic -- look good to the people who are going to 
vote for them. 


Do you find from your experience, particularly today, 
probably more important today because I have seen 
municipalities now saying because they collect the taxes for 
the school board they are cutting it out and showing just 
exactly what the school board's mill rate or contribution of 
the mill rate is. In fact, in my community there were 
Suggestions, and I think maybe even in other communities, 
that the school board collect their own taxes because the 
city council members feel they are getting hung on the basis 
of the total package. 


The gist of the question, the question I have asked 
before is: Do you see or has your experience demonstrated 
to you that this has been a difficult situation and perhaps 
an impediment to trustees being able to negotiate a little 
differently or to really get involved in negotiations 
without looking at that end product, the political 
accountability? 


Igo back. to the days when trustees used to serve free 
and nobody had to run for the election, the jobs were up for 
grabs. Today they are very much more politically attractive 
and people are in fact running and you have great gobs of 
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candiates running for them. Do you see any difficulties in 
all of those? 


Mr. Sherlock: In many parts of the province trustees 
still almost work for free. 


Mr. McCabe: Almost. 


Mr. Sherlock: Just as you have stated that your 
interest is primarily the welfare of the child; that is more 
of interest than looking good to the ratepayers. 


Mr. Callahan: So the answer to my question is no. 
The Vice-Chairman: Mr. Davis? 


Mr McCaber* I think, 1f-Limiaht;, your acvarcounci Llor 
among other things in considering the tax rate, you also 
want to make sure services were being delivered. You were 
not solely interested in the tax rate. We, too, must 
deliver services to children and that is the main reason we 
are there. This is another part of the process of our 
trusteeship. 


The Vice-Chairman: Mr. Davis? 
Ms. Campbell: Just further -- 
‘The Vice-Chairman: I am sorry. 


Ms. Campbell: If I might. Yes, being a trustee 
involves many, many things and the major interest for 
trustees is to provide the best possible education that we 
can for the students within each of our systems. But that 
has to, at some point, be balanced by the recognition that 
staff members do have rights and that we are accountable to 
the taxpayers for the monies that we spend on their behalf. 


Mr. Callahan: Okay. Thank you. 
The Vice-Chairman: Now, Mr. Davis. 
Mr. Davis: Mr. Chairman. 


I told Mr. Callahan that yesterday but he did not 
believe me. 


In your process, your negotiations, you say the 
teachers must provide their initial brief before February 
the 15th. The Matthew reports Suggests, and I would like 
your comment on it, that both parties must deliver the areas 
in which they are going to negotiate on a given date, and I 
think it was the 15th of February. How do you feel about 
that, that both parties have to PUG ine? 
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some boards now who volunteer their exchange proposals. It 
is not commonplace. The usual is for the teachers to 
present their changes to the collective agreement. I think 
we would be very open to that idea. It is not something 
that we have dealt with specifically. 


Mr. Davis: I appreciate the way in which the trustee 
Organizations represented by your body suggest we take a 
look at jeopardy, and that is to try and somehow in an ad 
hoc way develop some kind of guidelines which I think are 
important, and certainly on behalf of my party we will be 
processing something to look at jeopardy. I think it is 
imperative that we at least have some ideas and the boards 
have ideas and the teacher federations have ideas as well, 
so that we can look at the welfare of the students as we go 
through the system. 


Thank you. 
The Vice-Chairman: Can I have your comment on the 


Situation of two jobs in regards to the principals and 
vice-principals in the schools? Others have mentioned that 
they should not be part of the federation, others have 
mentioned that they should. What are your views? 


| ' Ms. Campbell: Although this is not in our joint 
presentation, the view of OPSTA is that principals and 


vice-principals should not be part of the branch affiliates 
of the federations. Particularly in a strike situation, 
these people are managers of our schools and they are 
Hequireduto be watethe school, and ait “is a veryvdirficult 
position to be in as a manager at the school and yet still 
belong to the branch affiliate which might be picketing 
outside your door. 


Mr. McCabe: As far as our association is concerned, 
Mr. Chairman, we have not surveyed the membership on that 
very point. Since the preparation of the Ravel Commission 
Report, to that end, and at that time it was split both 
50/50. There are those who would support the principals and 
vice-principals remaining in the unit; they feel that they 
are helpful and a mediating force in the overall situation. 
Others take the position they are management and, therefore, 
should not be in. Our position has not been altered by 
other surveys on that topic. 


The Vice-Chairman: Thank you very much. Are there 


any other comments? 


Would you like to make a last comment? 


Ms. Campbell: Other than to thank you for the 
opportunity to appear before you. 
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The Vice-Chairman: We are thanking you both for 


appearing before us and giving us your views and your brief. 
Thank you very much. 


Our next presenters are from the Metro Toronto School 
Board. We have Ronald K. Budd, Superintendent of Employee 
Relations; Nicholas J. Curtis, Superintendent of Employee 
Relations; Al S. Merritt, Consultant and Chief Negotiator; 
Mae Waese, Vice-Chairman of the Board. 


Welcome. 


If somebody would like to introduce everybody so that 
we would know which one of you you are. 


Ms. Waese: All right. I am Mae Waese, Vice-Chairman 
of Metropolitan Toronto School Boards, toumy srigntsis Mims Ron 
Budd, Employee Relations, Superintendent; to my left is Al 
Merritt, our Consultant; and to his left Mr. Nick Curtis, 
Superintendent of Employee Relations. 


Mr. Chairman: Welcome to the General Government 
Committee. Proceed whenever you are ready. 


Ms. Waese: Thank you. 


Mr. Chairman, Members of the Standing Committee, it is 
indeed a pleasure for us to have this Opportunity to present 
the views of the Metropolitan Toronto School Board in 
relation to the r 

Lati t. (It is often /referred to jas Bil eL00 and 
hereafter abbreviated in our presentation as the 
Negotiations Act.) We at the Metropolitan Toronto School 
Board believe that the need to look at the Negotiations Act 
with a critical eye is long overdue, and we are very hopeful 
that the Standing Committee will be recommending changes for 
implementation. 


As you know, the Metropolitan Toronto School Board has 
within its jurisdiction over 270,000 students and 16 ,000 
teachers, both elementary and secondary. This comprises 
nearly 22 per cent of the student and teacher population of 
the Province of Ontario. Naturally, then, since we 
represent such a large percentage of people who are vitally 
effected by the act, we feel that the we have a rather large 
stake in any changes that might be made. 


As a matter of fact, the negotiations of collective 
agreements with our teachers has been seen as being of such 
a critical and important nature that amendment to the 

j t i (commonly known as 
Bill 127) has been put in place to regulate and set out how 
negotiations in Metropolitan Toronto should be conducted. 
This act enjoins that all such boards and the branch 
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affiliates must negotiate jointly in regard to all major 
matters such as money, staffing, and employee benefits. 

This act also refers in a number of places to the 
Negotiations Act; consequently, any changes in the 
Negotiations Act could have an even greater influence on the 
Metropolitan Toronto boards than it may have on boards 
elsewhere. 


Mr. Chairman, could I also say that we feel that there 
is much in the Negotiations Act that is very good and should 
not be changed. However, as you are aware, Mr. Chairman, 
there are sections of the Negotiations Act which have come 
in for serious criticism. It is the belief of the 
Metropolitan Toronto School Board that our brief which we 
will be presenting this morning will not only deal with the 
problem areas of the act, but will also make recommendations 
which will, if enacted, make the act as valuable in teacher 
bargaining as the original architects of Bill 100 hoped it 
would be. 


I will now call on our representatives, Mr. Budd, Mr. 
Merratteandi Mri Curntisitos present “the brief...I would like 
to begin with Mr. Merritt. 


Mr. Merritt: Thank you Mrs. Waese. 


Mr. Chairman, ladies and gentlemen, as you are no 
doubt well aware, one of the most common and serious 
criticisms of the . 

Lations_Act is that it allows negotiations to continue 
for an inordinate period of time which is costly in both 
money and time. Data from the Education Relations 
Commission publication "A Provincial Overview" - November 
"83 shows that for the school years 1976-77 through to 
1982-83 the average length of negotiations ranged from a low 
of 7.4 months to high of 10.1 months. More recent data 
respecting secondary school negotiations, as reported in the 
annual report of the Education Relations Commission for 
1984-85, shows the average length of secondary negotiations 
for that year to have been 13.7 months. It is our view that 
recommendations for changes to the act should be of a nature 
that would shorten this negotiation process. 


The original drafters of Bill 100 felt that teacher 
negotiations should be handled differently from other labour 
negotiations and not come under the auspices of the Ontario 
Labour Relations Act. Consequently, unlike labour 
negotiations under the OLRA, there is no "cut-off" date when 
negotiations come to an end so the union may strike and 
management may lock-out. At the present time, notice to 
bargain is given in January and since every collective 
agreement expire on August 3lst there is an expectation that 
negotiations will occur throughout the spring in time for a 
collective agreement to be in place by school opening in 
September. In fact, as indicated by the data above, having 
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a collective agreement in place by September is the 
exception rather than the rule, and negotiations generally 
are not concluded until a time well into the subsequent 
school year. 


In addition, fact finding which is unigue in 
collective bargaining in the Negotiations Act introduces a 
process which adds upwards. of two months to the period of 
negotiations with questionable results. Further comments 
and recommendations with respect to the process of fact 
finding are made in a separate section below. 


In recommending changes to the current time lines for 
negotiations, a balance must be kept between expediting the 
negotiations process on the one hand, while not too quickly, 
and thereby increasing unnecessarily the number of sanctions 
on the other. There is at present little sense of urgency 
to conclude collective agreements by a particular deadline 
and, consequently, negotiations tend to drag on and on and 
on. In the recommendations made below with respect to the 
duration of negotiations we are attempting to shorten the 
time lines, but not create a situation where schools will be 
closed unnecessarily through either strikes or lock-outs. 


At the present time notice to negotiate is given in 
January for collective agreements which expire on August 
31st. In actual practice, the early part of negotiations 
beginning in the month of February usually involves the 
preparation of briefs by the parties, and in my cases it is 
not until April or May that initial position are tabled. 


There is no doubt that under present circumstances 
that much valuable negotiating time is wasted between 
January and June. What we are proposing is that notice to 
bargain should be given in March, thereby putting some 
pressure on both sides to have their proposals ready in 
April so that serious bargaining can take place during the 
Spring months. Most agreements will be concluded by the 
middle of June, thereby avoiding our next step, that of 
mediation which will be dealt with in the next section. 


Consequently, Mr. Chairman, our first recommendation 
is to amend Section 10 of the Negotiations Act to make March 
the month in which notice to negotiate is given. 


Incidentally, Mr. Chairman, you will find the summary 
of all our 11 recommendations on pages 14 and 15 and there 
is also a time line on page 16. 


Mediation Assistance to the Parties: At the present 
time Section 12 of the Negotiations Act gives the parties 
the right to request the commission to assign a person to 
assist the parties to make or renew the agreement early in 
the negotiation process. In addition, the parties may agree 
to request the commission to appoint a fact finder or to 
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refer all matters to arbitration or final offer selection. 
It is our feeling that the fact finding process has not been 
a particularly helpful one in recent years. Our 
recommendations relating to fact finding are dealt with in 
Part III below. In contrast, involvement of a third party 
mediator to assit the parties has been very helpful in 
reaching agreement. 


We believe that the process of mediation instituted 
after the parties have had a reasonable period of time to 
reach an agreement is a preferable route to follow to that 
of fact finding. Also, we believe that this mediation 
Should be instituted by June lst so that there is a good 
chance of reaching agreement before school ends. 


In addition, there would then be the opportunity for 
negotiations to continue under mediation during the summer 
months. In this way the summer period which is usually a 
hiatus in negotiations could also be put to good use. 


In keeping with our concern about the length of 
negotiations, the process of mediation should not be 
Open-ended but should conclude either with a settlement 
prior to school commencing in September or with the mediator 
declaring that an impasse has been reached prior to 
September lst. This would, in our view, force the parties 
to negotiate the issues within a reasonable time frame. 


This increased use of mediators will require 
‘additional persons trained for this role. However, if both 
our recommendations with respect to mediation and fact 
finding are taken into account, any perceived shortages of 
gualified personnel would be ameliorated. 


So our second and third recommendations, Mr. Chairman, 
are: If no agreement between the parties is reached by June 
lst, then the Education Relations Commission shall forthwith 
appoint a mediator to assist the parties. 


If the mediator believes an impasse has been reached, 
the mediator shall so inform the ERC any time after June 
15th. In any case, the mediator must inform the ERC before 
August 31st that an impasse has been reached or that a 
settlement (subject to ratification) has been concluded. 


Following the involvement of the mediator, if no 
agreement is reached by August 3lst then we believe that the 
teachers should have the opportunity to vote on a last offer 
as soon as school re-opens in September. The intention in 
so doing would be, again, to focus the parties' attention on 
reaching agreement if at all possible prior to the 
re-opening of school. If this is not achieved, then steps 
should be taken that would put the branch affiliate ina 
positioneto-strike or ‘the -board’-in -avpositionstovlock-out. 

At the present time, negotiations often drag on 
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through the fall term and into the winter term with no 
agreement being reached. Since only the branch affiliates 
can request a last offer, there is little the board can do 
to bring asfinalitysto.thesneqotications.-abtihiSeas,currently 
the situation in which we find ourselves with respect to the 
elementary negotiations which are still continuing in 
Metropolitan Toronto. Our recommendations would mandate 
that in the absence of a settlement a last offer must be 
made to the teachers early in September and a vote must take 
place. 


Consequently, we would recommend in 4 and 5 that if 
the mediator has declared an impasse, pursuant to 
recommending 3 above, the board must submit a last offer to 
the branch affiliates within seven days after the re-opening 
of school in September. 


~The members of the branch affiliates must vote on this 
offer within seven days of its receipt by the branch 
affiliates. 


Mr. Chairman, I will ask Mr. Budd to continue our 
presentation relating to sanctions and what happens after we 
had the vote. 


Mr. Budd. 
Mr. Budd: Thank you. 


Mr. Chairman, I will continue with the section on 
sanctions. Strikes or lock-outs in education are always 
disruptive, traumatic events for the parties and the 
communities involved. Therefore, any changes in the 
Negotiations Act should be made so that the chances of 
increasing strikes or lock-outs are minimized. For the ten 
year period, 1975-85, the ERC data shows a total of 37 
strikes. (For reference, the ERC 1984-85 Annual Report. 
This total would be 42 if Metropolitan Toronto are counted 
separately.) 


At the same time, if the teachers’ right to strike is 
to remain then it should be balanced, in our view, by 
board's parallel right to lock-out. In the section above on 
time lines for negotiations, our recommendations are made to 
focus both parties on a last offer vote which would be held 
early in the school year. Following a rejection of a last 
offer by the teachers, then the branch affiliate should have 
the right to strike after seven days' notice has been given 
and the Board should have the parallel right to lock-out 
also after having given seven days' notice. The rignt by 
the branch affiliate to strike and the board to lock-out 
would not be limited in any way. Once a branch affiliate 
has decided on strike action it may use any type of strike 
it wishes, partial, rotating or full. Similarly, if a board 
should decide to lock-out it may choose to lock-out one 
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school or all schools. 


Therefore, we recommend, No. 6: If the branch 
affiliate rejects the board's last offer, the branch 
affiliate may strike after giving seven days' notice to the 
board and the board may lock-out after giving seven days' 
notice to the branch affiliate. 


With respect to altering terms and conditions of 
employment: In the Negotiations Act the right now exists in 
Section 10(3) (b) for the board to change any term or 
condition of employment 60 days after the fact finder's 
report has been made public. Since we will be advocating 
the elimination of fact finding, but feel strongly that the 
board's right to alter terms and conditions of employment 
should remain, we are propose to tie this right to the 
branch affiliates rejection of the board's last offer. 


Accordingly, we believe that if the branch affiliate 
and the board have not reached a subsequent agreement after 
the rejection of a last offer, then the board should have 
the right after 30 days to alter any term or condition of 
employment. This right of the board to alter a term or 
condition of employment may be seldom used, but should be 
available as a means of bringing pressure to bear on the 
branch affiliate so that the negotiations will not drift 
aimlessly for a prolonged period of time without either an 
-agreement being made or sanctions being imposed. 


Therefore, we recommend, No. 7: If the branch 
affiliate rejects the the offer of the board last received, 
and if no subsequent agreement has been reached, and if no 
strike or lock-out has occurred, then when 30 days have 
elapsed after the rejection of the board's last offer the 
board may alter any term or condition of employment. 


I would like now consider the work-to-rule strike. 
Another issue related to sanctions that in our view needs to 
be changed is the status of the work-to-rule strike. At the 
present time, such a sanction is a strike under the 
definition of Section 1(1) of the Negotiations Act but it is 
a strike with a difference. The difference is that under 
Section (5) (a) of the Negotiations Act a teacher continues 
to be paid salary during this type of strike. In our view, 
both sides should seriously contemplate the consequences of 
a strike or a lock-out before any such action is taken. 

This must be the case so that the incidence of strikes is 
minimized and the duration is as short as possible. 


The work-to-rule strike has serious consequences for 
the board, for the parents and for the students involved. 
In such a situation the students are often deprived of their 
extra-curricular activities which are generally regarded as 
part of the fabric of education in Ontario; their school 
programs are disrupted particularly if teachers refuse to 
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mark tests or to provide after-school instruction; and the 
parents feel that they are not getting the type of overall 
school program for which they are paying. On the other 
hand, while the teachers' workload may be lightened, their 
salary cheque is not. 


We believe that Section 68(5) (a) should be amended so 
that the work-to-rule strike is put on the same footing as a 
withdrawal of services strike. In making this 
recommendation, we recognize that this would in all 
likelihood end such strikes and focus the attention of the 
branch affiliates on the use of a withdrawal of services 
type of strike which has costs for both party. 


Therefore, recommendation 8 is to amend 68(5) of the 
Negotiations Act to read: A teacher shall not be paid 
Salary in respect of days on which, the teachers takes part 
in a strike; or the teacher is locked out; or the school in 
which the teacher is employed is closed, pursuant to 
subsection (4). 


We have commented earlier on the question of fact 
finding and I would like to add some additional comments 
now. The process of fact finding was conceived as a way to 
put pressure on both parts and to narrow differences between 
the parties by submitting the competing positions to careful 
scrutiny. The intent of fact finding is to have a neutral 
third party investigate the situation-and to file a written 
report which is intended to be assistance to the parties in 
coming to an agreement. 


In recent practice, however, fact finding has become 
an almost automatic device that in our view prolongs rather 
than expedites negotiations. Evidence of recent trends in 
this regard are indicated in the Education Relations 
Commission 1984-85 Annual Report. As the Commission states: 


"e-eethe results for the 1984-85 are troubling. Out of 
227 sets of negotiations 57 per cent or 130 required a 
fact finder appointment. This represents one of the 
highest appointment rates since the inception of the 
ERC. 


Later in the same report a comparison is made of the 
length of negotiations in jurisdictions where a fact finder 
was appointed early in the negotiations process compared to 
other jurisdictions. The Annual Report states that: 


"The results tend to indicate that the early 
appointment of a fact finder did not have a positive 
impact on either the length of the negotiation or the 
number of stages utilized by the parties." 


‘The process of fact finding of itself brings 
negotiations to a halt for a considerable period while the 
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parties prepare the detailed submissions necessary for the 
fact finder. For the branch affiliates, fact finding has 
become both a hurdle that they must jump on the route of 
imposing sanctions and the vehicle to win some points ina 
debating forum that they may not win in the negotiations 
themselves. 


The exercise of fact, finding entrenches the parties in 
Support of position which they have proposed to the fact 
finer. Upon release of the fact finder's report each party 
tends to seize upon those aspects of the report which 
support its and tends to ignore those that do not. 


Fact finding may have been a useful process in the 
early stages of teacher-board collective bargaining, but it 
1s our view that it is now of dubious value. 


Consequently, we recommended, No. 9: That the process 
of fact finding be discontinued as part of teacher-board 
negotiations. 


I would like, Mr. Chairman, to turn things to Mr. 
Curtis for the’ next section of our brief. 


Mr. Curtis: Mr. Chairman, I am going to deal with the 
issue of the bargaining unit. We wish to consider two 
matters related to the compostion of the bargaining unit in 
teacher-board negotiations. Our first concern is the 
position of the principal and vice-principal as members of 
thes branch affiliate. “It isthe: board's: viewsthat 
principals and vice-principals are in fact in-school 
administrators and as such, under the form of negotiations 


conducted under the Labour Relations Act, would be excluded 


from the bargaining unit. 


There was certainly considerable debate at the time of 
the writing of the Negotiations Act as to whether or not in 
education the principal, as principal teacher, should be 
considered within the bargaining unit or whether the 
principal's role as manager of the school should take 
priority and have this position excluded from the bargaining 
unit. The compromise made in 1975, namely to have the 
principal and vice-principal remain in the unit but not be 
able to participate in the strike, does not resolve the 
conflict between the principals’ and vice-principals' roles 
aS managers and administrators and their position in the 
unit. 


The compromise has been at best an uneasy truce. The 
principal of today is the manager and director of the school 
and as such should not be a union member. The principal is 
the person would generally hires and fires, and thereby is a 
directvagent, of the) Board. Iti seems rather ludicrous that 
this manager's salary is negotiated by the very people that 
the manager is employed to direct. No one can adequately 
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serve two masters, and although the principals that try 
valiantly to do so, it is our belief they should no longer 
be asked to carry this double burden. 


Consequently, we are recommending that the 
Negotiations Act be amended so that principals and 
vice-principals are not members of the branch affiliate. 


Our second concern is the multiplicity of teacher 
bargaining units which are currently involved in the 
negotiations process. At the present time in Metropolitan 
Toronto, FWTAO, OPSTF and AEFO are involved in the 
elementary teacher negotiations and OSSTF and AEFO in the 
secondary negotiations. The multiplicity of branch 
affiliates who reresent the teachers means that there is a 
potential for multiple bargaining units and parallel sets of 
negotiations for the collective agreements in either the 
elementary or secondary panels. 


Section 4(3) of the act allows, but does not mandate, 
different branch affiliates representing teachers in the 
Same panel to negotiate together with the board. There 
still exists the potential in, for example, the elementary 
negotiations for FWTAO, OPSTF and AEFO to demand separate 
bargaining of collective agreements with the board. 


The formation of additional bargaining units for 
French language schools raises the prospect of further 
complicating this situation. It is the board's view that 
whatever the composition of the particular branch 
affiliates, there should be one negotiating team to 
represent the teachers employed by the Boards in each of the 
elementary and secondary school panels. 


Therefore, we recommend in (10), to amend Section 
64(1) of the act to read "a principal anda vice-principal 
shall not be members of the branch eatialistery-eondaeh)).: for 
the elementary panel (JK-Grade 8), and for the secondary 
panel (Grade 9-OAC), there should be one negotiating team in 
each panel to represent the teachers employed by the order. 


I will now turn the matters over to the Chairman, Mae 
Waese. 


Ms. Waese: Thank you. 


In summary, we believe the following issues should be 
addressed in make revisions to the § 
ea bat] ee 


First, we believe that time lines should be altered 
with a view to shortening the process of bargaining. 
Recommendations 1-5 of this brief would, in our view, serve 
to meet this need and help to remove the cruticismiof the 
process that presently comes from both boards and teachers. 
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Secondly, we believe that in the name of equity, the 
teachers' right to strike should be balanced by the boards' 
right to lock-out. Furthermore, no one involved in any form 
of strike should be paid during the period of the strike. 
Recommendation 6, 7 and 8 achieve these aims in an equitable 
manner. 


Third, our experience indicates to us that fact 
finding is no longer a process that serves the need of 
vtéacher-“boardinegotiations ands that, itishould be “abolished. 
We propose placing a greater reliance on mediation as a 
means of achieving settlements. 


Four, principals and vice-principals should not be 
members of the bargaining unit but should be regarded as 
management personnel. 


We believe that there should be one negotiation team 
to represent the teachers in each of the elementary and 
secondary panels. 


Mr. Chairman, we encourage your committee to adopt 
these recommendations for we believe if they were to be 
incorporated into a revised negotiations act everyone would 
benefit, not only teachers and boards of education, but the 
taxpayers of Ontario as well. 


Thank you once again, Mr. Chairman, for this 
opportunity to present our point of view. 


The Vice-Chairman: Thank you for your presentation. 
“It is certainly straight to the point and very complete. We 
have some questions for you, however, and I will start with 
MosCalLahan? 


Mr. Callahan: I have just one specifically, maybe 
two. You have indicated that during the work-to-rule the 
teachers should not receive any salary either. As I 
understand work-to-rule it is that they do exactly what 
their contract says they do and nothing more, nothing less. 


If that is the case, are you not asking us by 
legislation to rewrite the contract for the teacher -- first 
of all, to rewrite the contract, and secondarily I have some 
grave concerns about the quality of the extra-curricular 
participation, and so on. Would it not be lessened by this 
intrusion into that process? 


Ms. Waese: Perhaps Mr. Budd would like to respond. 


Mr. Budd: In the case of the work-to-rule strike, we 
believe that there is very difficult gray line or gray area 
to draw there. In the case of several work-to-rule 
sitiatvonssitewsfasmatter fof nots justsextra-curnicular 
activities that tend to be curtailed or tend to be affected 
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by such a work-to-rule strike, but in fact areas that relate 
to, as we have said, marking of tests, marking of exams, 
preparation of marks for final report cards, and things of 
that nature. 


In addition, if we go to the extra-curricular 
concept -- we have used that word in this brief because I 
thinkisit) isi the most familvanm, selfiweiconsiden. the delivery 
of education in Ontario now as mandated say in the 
intermediate and senior decisions through OSIS, those 
activities are in fact referred to co-curricular activities, 
and I think further burying this line of what is 
specifically within the contract and what is in fact in the 
teachers' view something that they are delivering of a 
voluntary nature solely above and beyond the contract. 


So we feel that if you consider the public view of 
education these matters that teachers view as being strictly 
extra-curricular are in fact the public's viewpoint, as we 
have said, of the fabric education. They are not just 
frills or extras that are added on and they then impact on 
the type of education that we offer and; therefore, their 
withdrawal in a strike of a work-to-rule variety is a rather 
serious matter. It is a serious matter that has, in our 
view, not a balanced consequence for the teachers. It has a 
consequence for the boards of education and it has a 
consequence for the parents, it has a consequence for the 
students in a loss of programs, something they see as being 
program. But it does not have as a balancing consequence a 
loss for the teachers as does a withdrawal of services 
strike. 


So what we are proposing in this whole section 
relating to sanctions is that we look at the balance so that 
both parties have to consider the options they are taking 
before they enter into something aS serious as a sanction. 


Mr. Callahan: But I think your point is made in the 
brief as well that if you include this within the framework 
Of the sanctionsfor strike, and lt@is austrike, 1yousare 
Opening the door, perhaps, and not encouraging but certainly 
making available more direct action by withdrawal of 
service. 


Let me just ask you this: If you are talking about 
making work-to-rule sanctions the same way as a strike, I 
would agree with you that even if the contract did not 
specifically say marking of papers and perhaps extra help 
was a term, seeing that that is a necessary and implied term 
of the contract, the after ‘school, things siuchjas sports, and 
SO on, seem to me to be not the case. Although I know most 
of the teachers I have talked who have been in work-to-rule 
Situations have never felt as a professional that it was 
appropriate and in the best interest of the children to 
withdraw extra help or the marking of papers, they may have 
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participated by not carrying on the sports activity. 


Would you be amenable that that be defined, the words 
work-to-rule which include those and exclude the others, and 
perhaps retain or eliminate the attractiveness of going to a 
full withdrawal of services because of that particular type 
Ole action? 


Mr. Budd: That would certainly move in a direction 
which would be somewhat helpful in delineating what is 
exactly -- therefore, a work-to-rule type of strike, and 
maybe it is possible to draw those lines. I think if you 
get to look at what people are hired to do in schools you 
get into a difficulty where that line is going to be drawn 
successfully. 


If you consider, for example, someone who is hired 
within a physical education department, is it part of his 
contractual responsibility to take a reasonable number of 
coaching assignments within the school year or is it not? I 
don™t ‘think’ there is that hard’ and fast’ Jine. That*is why I 
say there is a gray area, there is a line there that tends 
to be blurred. 


The teachers would blur it on one side to say that a 
great list of things are being done strictly on a voluntary 
basis, and I suppose boards would respond and say - well, in 
terms of the kind of program we are delivering we don't 
regard those things as add-ons, things that are tacked on or 
frills; we regard them as part of the package that you buy 
into when you enter into a contract with our Board of 
Education. 


Mire Cal] Shanes 1 wo+oune rs, ite) COULG. 


Mrs Merritt: '-Could Pjust’ add ‘someéthing toithat. I 
think there is another aspect to the work-to-rule, and that 
is whose rules are they? That, I think, causes most of 
problems. Are they the teachers who decide what the rules 
are or do the boards decide what the rules are, and that in 
education in this province has never been decided and that 
is where the problem really arises is right there. What are 
the rules? 


We saw that in this Hamilton strike a year ago where 
the teachers changed the rules, if you recall, went to 
arbitration and the teachers lost the arbitration because 
the arbitrator says you have got no right to do these 
certain things, and that is how far they pushed that 
particular idea about the rules. 


Quite frankly, that is where the problem lies until 
something is done about it, and when there are no strikes 
there is no problem and nobody wants to deal with it because 
Atanas anreal not. potato. 
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Mr. Callahan: Mr. Chaiiman,gin thejinteresc or time 
and also other people wanting to ask questions. If some of 
my colleagues are going to ask about the question of 
jeopardy, and also I would like a comment from them on the 
Suggestion that was made by the previous board about the 
prolongation of the school year and not using this 
artificial cut-off of summer months might not be an 
inclusion that would encourage everybody to get on with the 
negotiations and look after the prime interest of concern, 
mainly the children. 


The Vice-Chairman: Well, I will let the presenters 
comment if they want to keep it brief and short and not get 
into too many examples. 


Mr. Callahan: Maybe they could say yes or no. 


Ms. Waese: I think we would certainly be in favour of 
considering summer months being re-examined as to whether it 
is not appropriate to continue education during those 
months. I think that is very open-ended. 


The Vice-Chairman: Mrs. Bryden? 
Ms. Bryden: Thank you, Mr. Chairman. 


I am interested that you want to keep principals and 
vVice-principals.out of the bargaining. unit 2 While st “1s 
true that they do have some managerial functions, I would 
hate to think of the school as a sort of factory where they 
are the boss and the teachers are the assembly line, and I 
think in most schools it does not work that way. The 
principals and vice-principals sort of are part of a team 
and there is quite a bit of collegiality in making decisions 
about the operation of the school, and I would hope that 
that would be encouraged. But if you exclude them from the 
bargaining unit completely it does draw a sharp line between 
their functions as part of the teaching team and their 
functions as a manager. 


Would it not be possible to simply have some rules 
that, as we now have, that they must remain with the school 
and that they have limited collective bargaining powers, in 
that sense, but that they still be part of the bargaining 
unit? 


Ms. Waese: Mr. Curtis? 


Mr Curtiss) Wesscesthat nowetnroughaBbtl.sh0Gaana it 
does not seem to be working. We feel to some degree we are 
on the short end of the stick because there have been 
occasions when the chief negotiator for the teacher has in 
fact been a principal from the particular board and 
negotiating with the trustees. 
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Meee pL VOCs. lo=ethat not tairly rare? 


Mr. Curtis: It was an occurence that occurred back in 
"73/74 in a very difficult period in the Metro area. 
Generally it is a representative of the teachers. But the 
teachers are represented on the negotiating committee. I 
should say the principals are represented on the negotiating 
committee, the central negotiating committee. So that the 
economy is still there. 


Ms. Waese: If I can add one more comment. It has 
been our experience where principals have joined the 
strikers in picketing the boards, at the same time they are 
Supposed to be in the school building. The other part that 
is very much a part of their responsibilities is performance 
evaluations of staff. As a definite managment employer they 
make recommendations whether to retain their positions or 
not, and it becomes very complicated. They end up, in fact, 
negotiating for their own salaries. 


--.eo,GO LeQleLacolre..  Iiis=ss a, DrObLeM 
whether they can separate their two roles. One other 
question. On your request for the right to change 
conditions if the teachers do not accept the last offer ™ 
which presumably could be, under your schedule, seven days 
after of the lst of September. Wouldn't that really disrupt 
any further negotiations, introduce a whole lot of new items 
on the table that would then have to be bargained about 
because the teachers may not agree with all your changes and 
conditions? And the whole thing would then really be 
prolonged rather than shortened because the goodwill and the 
good faith bargaining would have been possibly destroyed by 
changes in conditions that had not beeb part of the previous 
negotiations? 


Ms. Waese: Mr. Budd? 


Mr. Budd: Mr. Chairman and Ms. Bryden, what we are 
proposing here is the retention of a right that now exists. 
The right that now exists is tied, however, to the 
completion of the fact finding process, and we are proposing 
that that be abolished. 


Other than shortening the time line which is in 
keeping with our overall philosophy of looking at shortening 
the time line of negotiations, we are not introducing a new 
right for the board here; we are proposing that that time 
line be 30 days after the rejection of a last offer as 
opposed to 60 days after the fact finder's report is made 
PUD) Te now. 


Your concern is probably well-founded in the fact that 


Going so by the boards could in fact introduce new items, it 
could introduce complications to negotiations that exists 
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now in the right that exists, and it is something that the 
boards have to take into serious consideration before they 
would make such alteration of terms or conditions. 


In our submission here what we are looking at in the 
section of sanction is that whatever sanction a party takes 
there have to be consequences for it and possibly for the 
other party as well that have to be looked at first. These 
are mature bargaining parties in your view now, more mature 
than they were at the time when the Bill 100 was first 
promulgated and came into force back in 1975. 


So that we feel there is this ten years experience of 
bargaining now in teacher-board relations, and this is not a 
right that would be used frivolously by the boards. It is 
not used frivolously or very often now where it exists 60 
days after the fact finder's report. 


Ms. Bryden: Only experience would show whether it 
used frivolously. 


Mr. Budd: I suppose you are right there. 
Ms. Bryden: Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Lupusella? 

Mr. Lupusella: Thank you, Mr. Chairman. 


If I may, I would like to commend all the boards that 
appeared before this committee with different presentations, 
and pinpoint where the problem really lies in relation to 
Bill 100. Also, we had in the past, Mr.. Chairman -- this is 
just a preamble which enlightens your mind -- that the NDP 
of course believes in the regional autonomy of the Board of 
Education across the province of Ontario and they want this 
power to be given to them, and when we are faced with Bill 
PO0e they -arerablestovsave, the principle ofe themraght ato 
strike. But when it comes to the strike the board doesn't 
have any power to at all to do something about education of 
the kids and the safeguard of the kids in the province of 
Ontario. 


In that respect, I have to commend that the boards 
that are appearing constantly before us to pinpoint where 
the deficiency of the bureau really lies. 


This morning I had an opportunity to receive from our 
legislative library research and the information services 
tables of strikes, lock-out and schools closing in the 
Province of Ontario wince 197 5eupr to.) os6ncif awit letakera 
Close look to these particular strikes and the lock-outs, I 
have to the determine that I will agree with all the boards 
that are appearing before us that there is a problem, a very 
serious problem, and the one common denominator which 
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appears from the list of useful data is that the teachers 
are implementing the principal with the right to strike 
either at the beginning of the school year or the end of the 
school year. 


For those that are too naive to believe that they were 
concerned about education, I think that Bill 100 should be 
redrafted from first page until the last page. I do not 
want to mention, Mr. Chairman -- just to give you an 
example, 1975 and '76, Central Algoma, withdrawal of 
services, duration of sanctions from February 16, '76 to 
April 12, '76 - 35 days; Kent County, '75 to '76, December 
the 8, '76 to March 28, 1976, 4 days total withdrawal of 
services, 8 days lock-out, 53 days work-to-rule, 16 days 
rotating school strike. 


= j : We all have that information, Mr. 
Lupusella. 


I understand. Just to give you an 
example which enforces really the principle of boards that 
are extremely frustrated to deal with this Bill 100 when 
education of kids are at risk. Of course from the teachers' 
point of view, for the last 12 years when a strike is called 
is to attack the governor and cut backs and the quality of 
education and all of this stuff which is very common to 
everybody. At any rate -- 


= : Do you have a question, Mr. 
Lupsella, really because... 


Mr. Lupusella: Yes. I am getting to the point now. 
The Vice-Chairman: We do not have any more time. 


see Lo Che tcontents forthe brief.se 1 .don‘t 
think that there is any disagreement to my mind about 
deleting the fact finding stage of the clause which is 
incorporated on Bill 100. Someone from the panel can 
respond, would you agree with me that an inclusion of a new 
clause in the act which states that negotiations must be 
conducted on a reasonable period of time with the power 
given to the Minister of Education to draft the regulations 
in each clause of the act is something which is really 
needed on Bill 100? 


Ms. Waese: I would agree with that statement. 

The Vice-Chairman: Mr. Davis? 

I am sorry, we are out of time. 

Mr. Lupusella: It was just a preamble. 

The Vice-Chairman: Your preamble was very long and I 
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let you go on, but... 
Mre= Davis? 
Mr oDeviss. shank you, Mrz Chairman: 


Two quick questions. With respect to the fact finder, 
the Matthews Report suggests that a fact finder still has a 
role and that is to come in just prior to the last vote on 
the strike towards the end of August, so that his findings 
are made public. How would you make public through the 
mediation process what is happening? What the offers are, 
which! I* understandwils jrolenof a\fact; finder? 


Ms. Waese: Ron? 


Mr. Budd: ‘The role of the fact finder is to present 
his report which is made public. In our view, our 
experience with this in the last several years has been that 
the publicitysattendumitomautact finderisireport, 
particularly maybe where we are coloured by our situation 
here’ in) Metro Toronto, is virtually nil; thate2,t, hase no 
impact, on) the, public. 


Our Jast two fact finder’ s; reports ,:J,-do,not wohink if 
you went to the shopping plaza and buttonholed people as 
they went by and said what do you think of the fact finder's 
report in this. upcoming secondary: school. or potential 
secondary school strike, that you would find anyone who 
would be be able to comment on that. 


We did discuss in our lead-up to putting this brief 
together the fact of the Matthews Commission recommendation 
and OPS recommendation that the fact finding be made 
operational if both parties agree to that process. I 
Suppose there is some merit in each of those. We felt, I 
guess colored by our experience, that the publicity that 
could legitimately be made regarding the parties position 
could adequately be covered by each of those parties, and 
the value of the fact finding where it takes a two-month 
chunk out of your negotiating time by the time you do the 
lead-up for preparation and presentations and then wait for 
the report and have it made public was not worth that 
process. 


Mr. Davis: Do you have a coloured vision being in 
Metro? 


Mr. Budd: I suppose -- 
Mr. Davis: --out across the rest of the province. 
Mr. Merritt: You were suggesting that that would 


happen during mediation or just before a school starts in 
September. I think if you have had a mediator working with 
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you, which we suggest for at least a couple of months, he 
would have brought both postions very Clearly Out, mand V0 
he cannot get those parties to come together and make an 
agreement then I do not think having a fact finder, who is 
also a neutral third party -- which is what your mediator 
is -- is going assist you in any way to do that. All it is 
going to do now is have both sides state again and again 
those two positions which got them into the problem in the 
PITS place. 


If the mediator, with his sort of quiet, 
behind-the-scenes way of acting, cannot bring them together 
then I do not think the fact finder, when you have a formal 
presentation -~- What you do in fact finding, just like a 
court of law almost, is more confrontational and mediation 
is not going to help any. 


Mr. Davis: I know that you probably have not seen the 
OTF “report -yet. 


Mr. Budd: No. 


Migepavis so l- would like *vourto 100k at at cand, 
please, comment if you could or in writing or let the 
Chairman know or something about their suggestion, which is 
recommendation no. 5. As I understand it, if there is a 
strike, the Ministry now recoups the government portion of 
savings and recognized ordinary expenditures. | 


If I am correct, they recoup a percentage of the total 
annual grants for special ed and the trainable retarded for 
each day of strike, but they have added a third one and the 
rationale behind it is if they do not get salaries and if 
the board is not getting money maybe it will tighten down 
the negotiating process, and they suggest to recover 1/200th 
of the weighted level of the recognized ordinary expenditure 
per pupil for each day of the strike or lock-out. Would you 
like to look at that and comment on it, please, at some 
point? 


Mr. Merritt: Sure. 
Mr. Davis: Because I would like to know what the -- 


Mr. Merritt: We could make a comment right off the 
top of our head but I think it would be better if we went 
back with our financial people and studied it. 


Ms. Waese: We will be very pleased to do that and we 
will respond to the Chairman of the committee. 


The Vice-Chairman: That was the last one. I am 
SOPLY,"Nls Davis, 1. do mot want tobe rude;=put it is a 
Matter of time. I would like to thank the Board -- I am 
sorry, the Metro Toronto Board for coming here today and 
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guvingeusetheirebrier. 
Ms. Waese: Thank you very much. 
Vice-Chaji os Tanke yOu 


Our next presenters are from the Etobicoke Board of 
Education. We have Don McVicar, Associate Director; and two 
Trustees, Suzan Hall and John Tolton. 


Lady and gentlemen, welcome to the committee. For 
Hansard, Mr. Tolton, if you would oa a yourself and the 
two people who are here. 


Mr. Tolton: Pardon me? 


The Vice-Chairman: I said, for the record would you 
identify yourself and the people that are with you. 


MraeToOLtOn ee C OL course. 


My name is John Tolton, I am an Etobicoke Trustee in 
the Metropolitan Toronto School Board Trustees and their 
past Chairman; to my right is the Chairman of the Etobicoke 
Board, Suzan Hall; and to my left is Associate Director of 
the Etobicoke Board of Education, Don McVicar. 


Gentlemen, given the time advisories, people seem to 
be a little anxious to do something else than perhaps be 
here, and I am going to try and do a synopsis of this brief 
that we have before you. 


I have overheard some of the presentations this 
morning and there are quite a number of similarities, and I 
do not wish to be repetitive. What I will do is highlight 
those things that we feel are somewhat unique to our 
position. 


As you can see on the opening page we have the 
rationale for discussion and the submission. I do not think 
thateistparticularilyiunigque. .I think wetaretall here for 
the same reason, because we have some concerns on Bill 100, 
given that we have had approximately 12 years' experience 
with it. What I would like also to point out is that on the 
books of the Etobicoke Board of Education there is a motion 
in principle to support the position taken by the 
Metropolitan Toronto School Board which you have just heard. 
We did it in that effect because, as you will see when I go 
along here that there are certain nuances, there are certain 
highlights that perhaps have a slightly different thrust. 


We have before you 12 recommendations, and they 
certainly, a) think »,.~ene worthy .of .ourmconsideration = 1 
which wish to touch on them briefly, each of the seven areas 
that they are involved in and would be happy to answer any 
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questions at the conclusion of the presentation. 


I will go in detail, though, to start off. I think it 
is important that we emphasize our position on time lines, 
and I think there has been discussion in this forum on the 
issue of jeopardy. One of the reasons for your position on 
time lines is that we feel that it will partially at least 
help solve the problem of jeopardy of the student, in that I 
concur that it is rather like trying to pin jelly to a wall 
to say who is in jeopardy when. But we do really strongly 
believe that there is less jeopardy in September than, there 
is in May and June. 


So with that preamble, let me just run through, if I 
may, Our position on time lines. As others have said, we 
believe the whole process takes too long. And the time 
frame established under Bill 100 calls for notice to bargain 
in January; however, since each collective agreement expires 
on August 31 there is the expectation that intensive 
negotiations will occur through the spring months, with the 
negotiation agreement in place, possibly with third party 
assistance, by September. As it has been pointed out I 
think a number of times to this committee, this rarely 
occurs and most often there is little serious bargaining 
before May and a long interruption of the process during the 
summer holidays for a variety of reasons, which I am sure 
Many of you have touched on and are’aware of. 


The bottom line is, rarely is a collective agreement 
in place before the old agreement expires, and because there 
are no firm deadlines in the process teacher negotiations 
have become a yearly, 10 to 12 or longer, month exercise. 
Also because of the lack of deadlines a teacher strike can 
occur any time during the school year. If the strike occurs 
during the final months of the academic year, a successful 
completion of courses of study by the students is clearly in 
jeopardy. 


The Etobicoke Board understands that legal sanctions 
are a part of present day labour relations, but belabours 
that students should not be held hostage because of strike 
action. Classroom instruction at the end of the school year 
is absolutely critical to not only the academic success of 
students but to the decision to return to their studies in 
the fall, and I gather we have somewhere out there a 
government body or a commission studying dropouts and things 
of that nature which may bring you people some interesting 
statistics when one correlates that with jurisdiction where 
there have been strikes and other forms of sanctions later 
in the year. 


Certainly a strike or lock-out places students in 
jeopardy no matter what the time in the school year. 
However, after a sanction in the early days of the school 
year there is time with program adjustments to help students 
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to successfully complete their studies. A strike in May or 
June does not allow time for these program adjustments. A 
strike in May or June is especially harmful to those 
students moving on to post-secondary school education. 


Recommendations under this section are as follows: 
That notice to bargain be given at any time after the 
parties agree to a new collective agreement; and by January 
the 15th, in the year that a collective agreement expires, 
both parties must present their initial briefs; (3) if a 
settlement has not been reached the teachers must vote on 
the board's final offer on or before June 15th; and finally, 
if no settlement is reached or the teachers do not accept 
the board's final offer, the schools will not open and a 
full withdrawal of services will commence as of the first 
day of school in September. 


The next sectionson fact. finding: . Imwotldssay in the 
main that we concur with the position that you have just 
heard taken by the Metro School Board in that it is probably 
quite a useful exercise. Nevertheless, I think we really 
did not feel quite as optimistic as for the reason that the 
final recommendation would come down to eliminate it. So 
our recommendation is that it be made optional and that both 
parties to a collective agreement must agree to enter the 
fact finding. 


One of the great criticisms that I have had over the 
years on fact finding is addressed by recommendation 6, and 
that is that fact finders should report only on the facts 
and not make recommendations on the terms of a settlement. 
Finally, that the ERC should develop specific guidelines for 
fact findings so as to simplify the fact finding process and 
thus assist the fact finder in determining the significant 
facts, and I think you have heard quite enough. 


On that issue, I just, with an added note, that fact 
finding in my experience has become a destructive force when 
the fact finder comes forward with recommendations which is 
basically not as mandate, and very often the fact finder is 
not equipped to make sensible recommendations but the 
result, of course, is that one party or the other jumps on 
that as something to their favour and it solidifies the 
position and makes it much more difficult for a mediator at 
a later stage in the process. 


Ours position,on> the) bargaining, unity, 1 thinksour 
position in main concurs with that of the Metro Board. We 
certainl strongly believe that principals and 
vice-principals not be members of the bargaining unit; and a 
slightly different approach to the second item in terms of 
the numbers of people or numbers of groups in bargaining 
units. We address it by saying Bill 100 should forbid the 
formation of bargaining units on the basis of language or 
sex, and that may be in conformity with even the Human 
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Rights Commission or the Charter of Rights and Freedoms, one 
hardly knows these days. 


The Education Relations Commission in the matter of 
jeopardy: As I mentioned in my opening remarks this is a 
very difficult gray area. We do think that someone should 
address this. I recall back in January of 1976 when he had 
the secondary strike in Metro that there was a hearing held 
by a group appointed by the Minister of Education to hear 
submissions as to are these students in jeopardy, and after 
a great number of presentations and as many viewpoint as one 
could imagine, I think 10 days later people decided that 
they were in jeopardy. And I hark back to our position in 
terms of time lines, that if you had a clash point in June 
that would result in a super clash point at the first of 
September, I think that would help address the jeopardy 
problem. 


Just a note here on pink listing. I do not know 
whether you people are aware of what a pink listing is. A 
pink listing is basically an order from the headquarters of 
the of the teachers' union, be it elementary or secondary, 
to their membership that they shall not a take a job with a 
Specific board of education. In effect, this has 
historically gone out on a pink piece of paper, and the 
names of those boards that the unions are upset with are 
listed there. - . 


The sanction, I suppose, to the teacher, is that they 
make a statement to the effect that - we will not help you 
or do other good things for you if you should not follow our 
ditrectuvesandwetake aejop with this’ Board.’ This to-me''is 
another form of sanction, and I think it is somewhat archaic 
and, quite frankly, it should be removed totally from any of 
the legislation that permits it. 


Moving on to work-to-rule. We concur with the 
position taken by the Metro Board in their brief, and the 
recommendation that we make there touches on a specific 
aspect of it, but in general we are in concurrence and I 
will not belabour that point; save and except, if I may be 
permitted to make an observation in terms of concerns that 
these co-curricular activities are in the main voluntary. 
May I suggest that those teachers who are perhaps the fabric 
of a school in terms of co-curricular activities -- I am 
thinking of here of music programs and athletic programs. 


My experience has been that in the main the people 
that are spending large blocks of time doing that are given 
consideration in their timetable and teaching commitments 
during the 9:00 to 4:00 school day. And I submit strongly 
that these people, in effect, are being paid for their 
BCtIiVvVities! from 400 tomo: 00"1f that be, it ores: 00-to,.9-.00 
in the morning because they very often have time in lieu of, 
and in my view it is part of the fabric of the school and in 
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many cases maybe not equally as important, but very close to 
equally important as the academic programs that are being 
delivered in terms of the growth of students involved. 


Finally; ite) mignt, this © bel teve ic a unique 
position, and perhaps something that you have not had put 
before you before and this is the issue of savings arising 
from strikes and lock-outs, and it is perhaps unique to 
Metro in that we do have the Federation and it is probably 
something I overlooked when we were dealing with Bill 127. 
One of the few things we overlooked, Brother Davis. At any 
rate, let me just put this on the table for you. 


The issue is, namely, the reduction of the mill rate 
in a local municipality because of the area board has 
experienced a strike or a lock-out. This strike is 
partially related to the review of Bill 100 in that strikes 
or sanctions involving teachers have been given legal status 
through this bill. However, the Etobicoke Board is aware 
that other employees not covered by Bill 100 have the legal 
right to strike. In Metropolitan Toronto, all strikes would 
result in the Metropolitan Toronto School Board holding 
funds in reserve, and in the year after the strike reducing 
the sum required to be raised by all the municipalities in 
Metro for public or secondary school purposes. 


The Etobicoke Board of Education believes that only 
those ratepayers who bear the inconvenience of a strike 
should receive the savings arising from the strike. This is 
not currenty legally possible at this time in the 
Municipality of Metropolitan Toronto. 


Our recommendation, therefore, is that Section 211 of 
the Education Act be revised in order that the ratepayers in 
those local municipalities that had experienced a strike or 
lock-out of employees receive the savings caused by such 
sanction through the reduction of the following year's mill 
rate. 


That, Mr. Chairman, concludes the presentation, and 
thank you very, very much for your attention and we will be 
delighted to answer any questions you might have. 


The Vice-Chairman: Thank you very much, Mr. Tolton, 
and we will proceed to questions. I would ask the members 
to cooperate in order to get pink listed or whatever, pink 
slipped. 

Mr. Johnson? 


Mr. Johnson: I would like to refer to recommendation 
10, the ERC and jeopardy. 


Mi PO) CON tan eS. 
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: You, I think, said that you supported 
the Metro brief? 


Me LOLGOn:- gineprincipLe. 


Mr. Johnson: In principle. They had 11 
recommendations. I wanted to ask this question but the 
Chairman would not allow it so I will have to ask you. It 
seems to me that we go through the motions from March into 
September and then we find that we are in a strike position; 
how do you get out of a strike position? 


Mr. Tolton: There are two ways of doing that. One is 
a personal bias. I do not think the province should have 
ever given the teachers the right to strike in the first 
place, but that is not what we are dealing with. To further 
address that, now that we have the right to strike, what I 
have done with my colleagues is attempt to pick the time out 
or the potential time of that strike bearing in mind the 
education of the students, and the most propitious time if 
we have to have one is the lst of September. 


A couple of other psychological benefits there, too. 
Having grown up in a family of school teachers years back, 
their pocketbooks are about the slimmest the lst of 
September that you can imagine, and that might be an added 
incentive for them to do a little bit of serious bargaining 
at that time. If. schools do not open, we feel it could be 
picked up by adjustments later on the year as compared to 
qdoingqu1t Slaternton . 


Mr. Johnson: I did have an experience in Wellingoton 
County that they did go on strike in September, but they did 
not get out of the strike until well into November - 52 
days. 


Now, the problem that we had is the ERC would not 
address the issue of jeopardy and we could not get a hearing 
through that process. That is the point I was asking about. 
You mentioned that the bill should be amended to provide 
specific criteria to determine jeopardy. How would you do 
Chat? 


Mr. Tolton: I think I have mentioned a couple of 
times that it is a very difficult task. 


Mr. Johnson: You said something about jelly on a 
wall. 


Mr? Tolton: “It is. 1 think we have pointed out that 
for some students the first day of a strike has students in 
jeopardy and others it may be 30 days. I do not know what 
the answer is, and I think this is something that the ERC 
with the direction of the government has to bite the bullet 
on. If I had an answer to it, and our group had, I think we 
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would have before us. 
(Interjection) 


Mr. Tolton: As I have said, the easiest thing to do 
would bel tovlremove the right. to Strikegyand Daweally find it 
quite obnoxious that a monopoly group of employees do have a 
right to strike and the hostages in that environment are the 
students in the province, but that is not for me to do 
anything about other than mention it to you gentlemen. 


Mr. Johnson: Is this recommendation 12? 
Mr. Tolton: That is a personal add-on of my own 


The Vice-Chairman: Mr. Callahan? 


Mr. Callahan: Just a supplementary to Mr. Johnson's 
comment. You talk about ending the negotiations and if 
nothing is reached the school year does not start. What 
about the other side of the coin, the school year does not 
end? In other words, all you are doing is you are moving. 
I always found it rather unusual that school years seem to 
be affixed, and I know the historic background behind it, 
but today it does not make any sense because of the vast 
amount of dollars tied up in it and so on. 


What would you think of that, that if it is delayed, 
say, until October or November that you move the school year 
right around so you come right back in September again? 


s I personally have little difficulty with 
that, but I do believe that there are certain amendments 
that would "be required in the” legislation to permitatnat. 
However, to concur with your observation, there are large 
numbers of students today that take summer courses. So, in 
effect, they have by their own actions been extending the 
school year. It is something I think is really worthy of 
looking at. 


Mr. Callahan: I am sure my kids would hate me for 
making that recommendation. 


Mr. Tolton: As most kids would. 

Mr7@Callahan: =*Thank*you. 

The Vice-Chairman: Mr. Allen? 

Mr. Allen: Mr. Chairman. 

I want to express my appreciation to the Etobicoke 


Board for coming before us and giving us the benefit of 
their advice. I take to heart their observation that in 


Farr & Associates Reporting, Inc. 


G- 47 


principle they support the Metro Board proposal. 


I notice, however, the time line is rather notably 
different and you have moved to get a third kind of option 
for us there. We have had quite a few time lines given to 
us and I am not sure that they begir to cancel each other 
out or whether they are all just reinforcing the same point 
but not giving us a very clear sense of why any one of them 
is better than any other. 


So I want to ask you, why did you not concur with the 
Metro Board's time line, which does not begin as early as 
yours and goes on longer? 


Mr. Tolton: One of the difficulties that I have -- it 
again ties in with the jeopardy issue. The Metro Board time 
lines, it is probably mid October before the same things 
would happen; as under our suggestion, would happen the Ist 
of September. And secondly, from experience I can't imagine 
anything useful or productive happening over the summer; and 
whereas the vote is called for under that proposal in 
September, our proposal calls for the vote in mid June. 


The reason I say that is that my experience has been 
that the teachers say - we are going on holidays in July, in 
the main, and except in the occasions where we get late into 
some fact finding, we have do some preparation for that and 
that occasionally happens late July. I think everyone in 
the room, I doubt many people are aware that teachers tend 
to have conventions and annual meetings and things of that 
nature in August. 


So you are really looking at down time in that the 
people who are generally involved in the negotiations on the 
teacher's side are also officers of the union and involved 
in these meetings. For all practical purposes, July and 
August is gone. That is why I call for the vote -- 
Etobicoke does in mid June, the 15th of June in the final 
GLLer. 


Mre Allen: It would not be part of your experience to 
think that allowing for further negotiations in September is 
particularly helpful? 


Mr. Tolton: Quite frankly, and also our time line 
calls for the beginning of negotiations any time after the 
contract is put to bed. For instance, let's say that the 
contract hopefully, let's say, is October when there is a 
deal done, we say at the latest, the subsequent January you 
PuUGetne- Offers toutetheres -There as nothing in our 
Suggestion that prevents them from not starting in November. 


I suppose if people were anxious to get a deal and 


there was good feeling, they would get going earlier. But, 
in any event, January the 15th they would have to have 
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positions in either ends. Now I know the Metro position 

Says, I think, March. Really what we are trying to do is 
backs italip and again focusing, to a large extent, ‘on the 

jeopardy issue which we think would be best addressed by 

bringing the time line of strike back to the first day of 
September. 


Mr. Allen: You deliberately avoided the question of 
mandatory mediation, or do you just generally feel that that 
is a useful proposition but it should only be introduced at 
the advice and option of either or both parties? 


Mr. Tolton: We have no quarrel whatsoever with the 
present practice. 


Mra Abrven<y Okay” 


Mr. Tolton: I find mediation has been, quite frankly, 
a saviour to many of the confrontations we have had and I 
cannot remember in recent years arriving at a contract 
without it. 


: But you are not suggesting a fixed point 
at which it should come into play if there is no agreement 
on the issues by certain dates, let us say, lst of May, mid 
April? 


Mr. Tolton: I do not feel strongly about a date. I 
think the way things evolve that quickly you get into 
mediation, in any event, has become the norm rather than 
the exception. 


Mr. Allen: The last question, I just want a quick 
answer. If you lock-out, as proposed in those boards in 
most submissions, would you in fact use it or is it really 
just a symbolic equalization of powers? 


Mr. Tolton: That is a hypothetical question, Mr. 
Chairman. I think it would depend on the nature of the 
board involved at a given time. I know where I come from, 
but a board is a board and it is a collective wisdom of all 
the members and it would vary from circumstance to 
circumstance. 


Mr. Allen: Thank you. 
-Chaj + Mr. tDavise? 
Mr. Davis: Thank you, Mr. Chairman. 
Just to come back on the mediation being used. 
Metro's scene is different, you do move to mediation much 


faster than you do when you are in the areas outside of 
Metro. 
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My question is, I want to talk about the savings 
arising from strikes. Presently if a board, any board -- I 
do not think I have to deal with Metro because I know the 
unique situation -- any Board is in a strike and the monies 
they save because of the strike, does that go back to the 
taxpayers' dollars or is it used in the ongoing funding of 
that year? I know what Metro does. 


Mr. Tolton: I believe the act calls for the grants if 
a board does get grants, that really is not a concern of 
Metro anymore. But the grant money would go to the 
province, that portion of it that is applicable to the 
teachers' salary, part of the formula; and the monies on the 
local levy that were accrued to the board would go as a 
credit the next year in the tax breaks. That is how the 
monies would be divided up under the current legislation. 


Mr. Davis: I would just like your comment on the 
remarks from the OTF. The OTF suggests that the teacher is 
penalized because they do not get salary when they are out. 
But the board is not penalized with respect to limits of 
funding because the funding still flows through to them. 
They suggest a formula for the recovery of some percentage 
on the recognized ordinary expenditure per pupil. 


How would you feel that about that if that was 
imposed? 


Mr. Tolton: Are we talking here, Mr. Chairman, about 
the monies that are accrued from the province or those 
accrued through the property tax? 


Through the property tax, because the ones 
that come from the province, as I understand -- I think you 
already clarifved sit.-—-already «go. back. ~“So“3t would come 
from the property tax. 


Mr. Tolton: If I can just make an observation, the 
community is paying through the withdrawal of services and 
if they are arrogant enough and foolish enough to suggest 
that the province should those taxpayers dollars from them 
or from the Board -- they really said that? 


Do I understand that they wanted to take the property 
tax money and put it into a provincial coffer or something. 


Mr. Davis: No. They didn't say that. 


Mr. Tolton: So really they wanted it for their own 
strike fund. That could be it, then. You misunderstood 
them. 


Mr. Davis: No; no. “It’is a’proposition which I have 
heard on different occasions. 
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Mr. Tolton: My only comment is it is totally bizarre, 
and I think it would be a form of confiscation on the part 
of the property taxpayers in the jurisdiction involved and I 
think that they would have lawsuits. I think whatever 
political body tried to change legislation to put it into 
place would be facing huge delegations and if ever put in 
place would probably be challenged in court. To me it is 
stealing. 


Mr. Davis: Okay. They were not getting it, John, by 
the way. 


Mr. Tolton: You tend to pull-my leg from time to 
time, is this another one of those occasions? 


Mr. Davis: No. No, it is not, John. 
Mr. Tolton: Okay. 
Mr. Callahan: He does the same thing with us. 


Mr. Allen: Mr. Chairman, just a quick note because I 
think it needs to be read out: 


"That the Ministry of Education subsequent to a strike 
or lock-out adjust transfer to the school board, (1) 
to recoup the government portion of savings in 
recognized ordinary expenditures; (2) to recoup 
1/200th of total annual grants for special education 
inwthes training for retarded for eachmdayeotestrike OL 
Hock-out; (3) Eto urecoversl/ 200th of tie wwelcqncea 

level of the recognized ordinary expenditures per 
pupil pfor, eachaday .ofestrikey or lock-outs! 


there 1isano; suggestion of attaching Eromea local 
property tax) in orderfrto enrich provincial coppers. = That is 
the wording in the brief. 


The Vice-Chairman: Mrs. Bryden? 


: I was clear on your proposal about 
cutting back the mill rate where there has been savings and 
I think that is an interesting proposal. As you say, you 
are the first people to bring this forward. 


Would there not also be some pressure from parents 
that some of those savings might be spent on reducing 
classroom size or assisting the pupils in some sort of 
catch-up andethings. of that natune:,insother .words, should 
you just automatically ask the Metro School Board to give 
back to the affected area that had had a strike the amount 
as a reduction on their mill rate, or should there be an 
invitation to other people who are affected by the same 
strike to make suggestions as to what might be done with 
that money when it was transferred back, or if it was 
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transferred back in a lump sum rather than as a reduction in 
mill rate? 


Mr. Tolton: Mr. Chairman, some of the suggestions 
that have been made I have heard before, but Many of them 
are precluded by the fact that they deal with sections of 
the collective agreement. For instance, class size, it 
talks about the number of teachers, and that might very well 
be why the strike in because they are negotiating for more 
teachers. I don't know if that is terribly practical. 


I think it is up to the local jurisdiction to make 
such a decision but they cannot, if I can use the word, 
fiddle with the staff allocation formula which is one of the 
negotiated items. Given that, I think some 70 per cent of 
the ratepayers and almost jurisdictions today, the only 
connection with the schools is it what they see in their tax 
bill. They don't have students in and, whatever. 


My perception is, and this is why you see this before 
you, that people say we had a strike, we lost the service, 
we’ want, Eo see the credits on our tax bill: I think that 
could be left within the confines of contracts and other 


things could be left to the local jurisdictions should such 
an amendment appear. 


Ms. Bryden: It is an interesting proposal. 

Thank you. 

The Vice-Chairman: Thank you, Mrs. Bryden. 

Thank) YOu, MrsslOlLton. 

Would Miss Hall or Mr. McVicar have anything to add? 

Mr. McVicar: Not at this time, Mr. Chairman. 

Ms. Hall: I just have one about a previous -- 
extending the school year, I was wondering how it would 


affect grade 13 or OAC students who want -- 


I was not suggesting that they are 
recognizing that that would create a problem. 


Ms. Hall: I see. So you were recognizing that -- 

Mr. Callahan: Yes. 

Ms. Hall: --and we are not suggesting that they 
should be put in jeopardy by extending their year so that 


they would not be eligible to enter university? 


Mr. Callahan: No. Plus the fact that most of those 
people have to get out and start earning some money during 
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the summer to help pay for their universities. 

Ms. Hall: Thank you. That was all. 

Thank you. 

"he Vice- j seer natike YOu. 

Mr. Tolton and the Etobicoke Board, I want to thank 
you for appearing before us. We appreciate your comments 
and your brief. 

Members, if you just to want to hold on a minute. 

Just an update on the Ottawa situation in regards to 
translation services. What I have decided is to go ahead 
and bring our open staff and make arrangements in Ottawa for 
a booth and translation services. If it okay with you, we 
are going to go ahead with that. It is most simple, less 
expensive and delivers the service. 

Thank you. 


We will be adjourned until 2:00 o'clock this 
afternoon. 


The Committee adjourned at 12:30 p.m. 
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CONSIDERATION OF REVIEW OF THE SCHOOL BOARDS 
AND TEACHERS COLLECTIVE NEGOTIATIONS ACT 
(continued ) 


The Vice-Chairman: I would like to call the committee 
to order now that we have a quorum. I would like to welcome 
everybody to the General Government Committee and the review 
of Biil 100. Our first presenters are from the Ontario 
Federation of Labour. We have Mr. Sean O'Flynn, who is 
Secretary Treasurer of the OFL, and John O'Grady, 
Legislative Director. Welcome to the Committee. 


Mr. O'Flynn: Thank you very much. 
The Vice-Chairman: It is nice to have you here. 


Mr. O'Flynn: We welcome the opportunity to make this 
presentation to you. 


We are here for two reasons. As a trade union 
Organization we are concerned about all collective 
bargaining legislation in this province and we know that 
debates about collective bargaining in one sector can very 
quickly spill over into other sectors. 


The vast majority of our members are parents and we 
are concerned about the impact that changes would have on 
the quality of education. There is no contradiction in 
these roles -- that of parents and that of trade unionists. 
As a trade union federation, we represent employees in 
virtually every conceivable occupation and we know that the 
way in which decisions about employment conditions are made 
affects profoundly an employee's attitude. 


There must be fairness and fairness is a matter of 
both substance as well as process. As parents, we know that 
the teacher in the classroom is the key to our sons' and 
daughters' futures. Anything which contributes to a sense 
of grievance amongst teachers undermines commitments and has 
its effect on our sons and daughters. 


The brief which we have circulated is not particularly 
lengthy and I would ask you to peruse it when you have the 
opportunity. In that brief we deal with two issues. First, 
the inherent shortcomings in arbitration systems and 
therefore the superiority of collective bargaining systems. 
And second, some changes which you might consider to the 
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presents teachers' Collective Bargaining Act to strengthen 
iG. 


Let me summarize first for you our views on collective 
bargaining and compulsory arbitration. 


I would draw your attention to page 7 of the brief. 
What we are concerned about here is the problems that arise 
when the right to strike is removed, not in the case of a 
particular dispute, but rather from a whole sector. And we 
think that that is a road to disaster and unfairness. There 
is no possibility of making comparisons then in that system 
if the right to strike is removed from the entire sector. 
And that is a point we want you to bear in mind. 


Now, in supporting the right to strike as an 
acceptable and irreplacable element in the collective 
bargaining process, we would draw your attention to the 
quotes from Justices Galligan, O'Leary and Smith in the 
Broadway Manor case. And just to quote you there on page 5, 
Justice Galligan, he said: 


"The freedom to strike is what gives the workers 
leverage in bargaining with their employers... Their 
(unions) raison d'etre is to enable workers to have 
effective economic clout in dealing with their 
employers. Employees' ultimate and real weapon is 
their freedom to strike. When that freedom is — 
removed it is my opinion that the workers' freedom of 
association is more than merely infringed, it is 
emasculated." 


Now, that is very strong stuff coming from a judge. 
You would almost expect a trade unionist to have written it, 
But none less than the judge himself wrote that. And he 
goes on, or O'Leary goes on, to say in the same case: 


"To take away an employee's ability to strike so 
seriously detracts from the benefits of the right to 
Organise and bargain collectively as to make these 
rights virtually meaningless." 


And once again, that is Justice O'Leary. 


So, we would ask you to bear that in mind when you 
come to look at the whole system to see the right to strike 
as an essential ingredient in the collective bargaining 
process. 


Now, let us turn to some other changes which you may 
wish to consider in the present statute -- expedited 
arbitration and empowering arbitrators to amend the penalty 
and just cause requirement for dismissal. There is also a 
need to ensure that a work stoppage is a burden and 
therefore a deterrent to both parties. 
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At present, a work stoppage results in an interruption 
of provincial grant moneys; however, property tax revenues 
continue to be collected. No school board should ever be in 
a situation where its costs fall more than its revenue when 
there is a work stoppage as that may well lead them to 
cultivate or bring about such an event. 


Finally, I want to say a few words about those 
teachers who are not covered by the Teachers' Collective 
Bargaining Act. I am referring mainly to supply teachers 
but also to teachers in the evening programs and in day 
programs for adults. 


At present, these teachers are covered by the Ontario 
Labour Relations Act. That means if they wish to enjoy 
collective bargaining then they may do so by joining the 
union of their choice and voting for that union if there is 
a ballot. As a practical matter, some of these supply 
teachers believe that their interests would not be well 
served by the mainstream federations of teachers. The 
reason is that supply teachers work part-time and they or at 
least some of them are fearful that organizations 
representing full-time teachers will not protect their 
interests, especially when there are cut-backs and lay-offs. 


>We believe that such teachers should continue to have 
the right to choose the representative of their preference. 
The present legal. arrangements allow that. One of the 
consequences of sweeping all of these teachers under the 
Teachers' Collective Bargaining Act would be to deny that 
right to choose. Therefore, we urge you simply to leave the 
present legal framework for these teachers unchanged. 


So that is the extent of our presentation this 
afternoon, and we are open to responding to any questions 
the members of the committee may have. 


The Vice-Chairman: Thank you, Mr. O'Flynn. Just for 
your information, I would just like to tell you that nobody 
came in front of this committee and suggested that we should 
remove the right to strike to teachers. I hope you 
understand that. 


Mr. Callahan: There was one group, Mr. Chairman. 
The Vice-Chairman: He was not speaking on behalf of 


his Board. He was speaking on his own personal point of 
view. 


Mr. O'Flynn: Piwould like "to-do what, (Mrs -Chairman: 
We came along just in case by chance the idea might get 
abroad and might gain ground. 


The Vice-Chairman: Thank you. We have some questions 
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from Mr. Callahan. 


: Well, first of all I think you have 
already alluded to this in your brief. You recognize that 
the circumstances within a school view is different than the 
economic world where the strike or the labour relations 
process is different. I think you would agree with me on 
that? 


Mr. O'Flynn: Well, I would be a bit careful about 
making too great a distinction. I am a teacher myself so I 
know what the teaching environment is like. I have also 
worked as a coal miner. And while the circumstances are 
very different, the working conditions are very different, 
in terms of labour-management relations, there may well be 
no inherent difference. There may not be any. 


Mr. Callahan: Well, what I am suggesting is the 
inherent difference is that when a strike occurs in the 
collective bargaining process of teachers and school boards 
resulting in a strike that is of the magnitude of Sudbury or 
recent ones in Wellington and the two other counties, 
obviously the impact is on the children. That is vis-a-vis 
the question of strike in the private sector or the public 
sector where you are talking about really inconveniencing 
the public or a financial cost to the employer. Surely 


there is a difference between the two of those processes? 


ss + Well, in my days when I worked as a coal 
miner for the National Coal Board, if the coal miners went 
on strike then the people would freeze in their houses. So 
that had an immediate impact, too, on society. 


Look, teachers are workers and the fact that they 
happen to be teachers is something that we cannot get away 
from because that is what they earn their living doing. 
Now, they teach children and inevitably when there is a 
conflict, there is going to be an impact upon the students. 


Mr. Callahan: Well, let me ask you, following up on 
that, I am sure that you would agree with me that the prime 
concern within the Act that is being reviewed by this 
committee, the prime and probably major, if not the only 
concern, would be the welfare of the children? 


Mr. O'Flynn: Well, that may well be the approach that 
you take to it. If I were on the committee I would have a 
concern tor ald -ofo the’ actors “in the pray. inet. 16,7) 12 would 
have a concern for the interests of the public, the 
interests of teachers and the interests of the students. 


Mr. Callahan: You do not put any one of those ona 
higher priority? 


Mr. O'Flynn: Well, it all depends. If you happen to 
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be a teacher and you have the impression, the perception, 
that you are being treated unfairly, that will be something 
which eventually will become the priority in your mind as a 
teacher. 


Mr. Callahan: Well, let us go back. There have been 
some suggestions made by groups -- albeit I think at the 
moment we have probably heard in the main, if not in 
totality, simply from the trustees -- that there may be a 
protraction of the process, the time within which 
negotiations take place. You are obviously aware of some of 
the proposals that have been made in that regard. What 
would be your comments on that? 


Mr. O'Flynn: You mean on contracting the time frame? 


Mr. Callahan: Contracting the time frame. 


: SeeeWel pit 1 real tesLOng..4airdo, not. think 
that it would have any major impact on the system to 
contract srt. ledo not reninkiayou- would! find. thatthe 
teachers' organizations would object to a contraction. 
John? 


Mr. O'Grady: I think what you will find is that if 
you look at the actual process of negotiations, that serious 
negotiations takes place within a relatively compressed 
period of time. What the Act attempted to do in order to 
encourage settlement was to begin that process of 
negotiation much earlier on than would normally be the case 
under the Ontario Labour Relations Act. 


What happens is indeed, I think, predictable. The 
parties do go through the minimum legal requirements to 
Satisfy the Act of serving notice to bargain and exchanging 
proposals, and then they waste time until, in fact, they 
reach the 30 to 60 days before the effective expiry of a 
contract when decisions really have to be made. The actual 
serious bargaining process I think is already compressed. 


Now, you may find that by removing the present 
statutory requirements that would commence the formal 
proceedings earlier, you will make a positive contribution. 
I think you may be dwelling on something which is rather 
unimportant. 


: : We have a lot of experience with the 
colleges' collective bargaining act in that regard, which 
covers the community colleges, and it was our experience, as 
John has outlined it, that is what happened. The bargaining 
just did not take place -- serious bargaining did not take 
place -- until there was a deadline there and the deadline 
in their case was always September, the first week in 
September. They never got serious about bargaining until 
that deadline was approaching. 
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Mr: Gal lahan:;. Well, deta mes carry it.a little; turther:. 
There was a group that came after that that even -- it was 
the last delegation we had -- that even moved this a bit 
further by saying that the school year, that it would all 
take place befcre the schcol year started, and the school 
year would not start if a strike took place. Now, I would 
like your comments on that. And in other words what you 
would do is re-adjust, I guess, the school year because 
there are the summer months that are -- 


: : Theoretically that is what was supposed 
to happen in the college system. The contracts were 
supposed to have been negotiated prior to the beginning of 
the September session. It never happened that way. There 
were always deadlines set and deadlines remade. 


Mr. O'Grady: The intent of that proposal may be 
presented in order to encourage settlement, minimize 
disruption. It seems to me that it rather transparently 
reduces the economic clout that the teachers could bring to 
bear in a bargaining situation. Their ability to effect a 
work stoppage is there and they can stay out as long as they 
want, and when they get tired of staying out they can go 
back and then the school year commences. 


-Well, I suppose if they stayed out long enough they 
would make it very difficult to get the school year restored 
even within the amount of time that is left. 


Mr. O'Flynn: Not if the proposal that was made was at 
that time that happened they were not receiving salary but 
their salary would be received during the protracted period, 
let us say during the summer, and all they would be doing, 
really, would be giving up the two or three months or 
whatever it is the teachers have for vacation. 


Mr, O'Grady: Well, not necessarily. One could see a 
strike under those circumstances going on for a very long 
period of time until it, indeed, starts impinging on 
students, parents and the school boards. That strikes me 
either as a recipe for substantially reducing the economic 
leverage that the teachers can bring to bear or a recipe for 
ensuring that strikes are much longer. It does not strike 
me aS a prescription for bringing about settlements in a 
much shorter period of time. 


The Vice-Chairman: Mr. Callahan, I would like to move 
on Vto Mr. WALlVen: 


Mr. Allen: Thank you very much, Mr. Chairman. I 
appreciate the fact that the OFL has come before us with 
some general concerns which I think are always worth our 
bearing in mind when we look at any particular sector of 
negotiation of a collective agreement. 
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For a moment I thought perhaps there was a bit of a 
conspiracy here with a O'Flynn and O'Grady and then Justices 
Galligan and O'Leary and then Mr. Callahan broke ranks and 
went in another direction. 


Mr. O'Flynn: Why do you think we afforded them? 
Mr. Callahan: They should have been here on the 17th. 
The Vice-Chairman: Some are more affordable than 


others. 


Mr. Allen: Some are more affordable than others; that 
isvrignt. 


But is always important, I think, for us to be brought 
back to some basic legal and constitutional concerns about 
the relationship between freedom of association and the 
right to strike. And indeed if that were to vanish across a 
whole sector, the issue of comparability would be very 
major. How would one go about the other processes that are 
not normally recommended to us to put in place in those 
circumstances. 


With regard to, first of all, the last item that you 
raised so I can be perfectly clear about your intent with 
regard to supply teachers, evening teachers and regular 
part-time teachers, recently -- and if I had had my wits 
about me I would have brought it with me -- the Divisional 
Court made a judgment on three outstanding cases or three 
issue that had been brought under this head in recent years; 
namely, the Windsor and Ottawa situations and the Humewood 
Home school teachers who were under the York Board. 


Are you familiar enough with that judgement to comment 
Cn it? Because as I understand your position, you are 
saying that present arrangements should stay as they are. 
Those teachers have satisfactory standing under the Ontario 
Labour Realtions Act and that there is no advantage in them 
being recognized as regular teachers in the context of the 
school boards and Teachers' Collective Negotiations Act; is 
that basically what you are saying? 


‘FE : Sure. It is a situation with which we 
were faced with. These teachers, supply teachers, came to 
the union and said, "Look; the federations will not have 
anything to do with us. Will you organize us?" So we did. 
And some years later the federations decided they had better 
do something about this themselves and they changed their: 
constitutions to allow them to organize. But they do not 
seem to have been terribly successful or serious about it, 
and maybe the reason for that is that there is somewhat of a 
conflict between the supply teachers and the interests of 
the permanent teachers. 
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Mr. Allen: I think there is that. There also has 
been the question that has been, I guess, up in the air as 
to whether in fact the Education Act and the School Boards 
and Teachers' Collective Negotiations Act really did apply 
TOsathnemsor not. 


And I guess that is what the court has ruled, at least 
temporarily, and I think it is under appeal again, that they 
did} (in fact., qualify, under sBill 1.00.2 =Sesweehave to await 
another legal decision in that regard to know whether that 
will all wash out. 


I am glad to see that you brought up the issue again 
that was raised for us by the OTF of discharge for just 
cause. The absence of that in the Act is an oversight and 
should be there for proper protection. And I just wanted to 
thank you for introducing the concepts of expedited 
arbitration and empowering of arbitrators to amend a penalty 
to us as elements that we should be considering in the 
course of our review. 


Would you finally comment for us on your view of fact 
finding. We have had a pretty consistent litany from the 
school boards that fact finding in fact is a major 
impediment and they suggest that that is true from their 
point of view and from the point of view of the teachers. 
When the OTF was here they said, "Well, yes, there are some 
problems with it, but it is mostly the place it occurs in 
the sequence of things that it comes right at the very end 
when everybody knows what the positions are anyway. And 
when the public, if it ever will know, probably knows too, 
and all that happens is you have got another round of the 
same old stuff and then a delay of two months before one 
ever gets back to really sitting down to seriously look at 
at issues again. 


You have had a lot of experience. I think fact 
finding has been involved in the college collective 
agreement negotiations from time to time and so on. What is 
your view on that? 

: : Well, speaking from the experience we 
had under the Colleges Collective Bargaining Act, a fact 
finder was never any use to the situation, as far as I 
recollect. Now, it may be different from the system because 
the fact finder can fulfill the function of providing some 
information, which otherwise might not be available to the 
parties, to the federations. So in that sense it might be 
useful. 


But in our experience the fact finding was an 
avoidance of the issue. That is our perception of it. 


Mr. O'Grady: If I could just add; I think the reason 
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that the fact finding mechanism has been disappointing to 
its original proponents is that the fact finders 
themselves -- First of all the situation that fact finding 
was intended to address probably never arose. 


The situation it was intended to address was when a 
bargaining impasse occurred because the position that was 
taken by one party before the other was absolutely 
unreasonable, and the fact finder, when brining down his or 
her report, would undoubtedly find that and say so in public 
in a way that would embarrass the party that was being 
unreasonable. 


There have been very difficult bargaining situations. 
I do not think that we can say, by any generalization, that 
those difficult bargaining situations have arisen because 
the position taken by one party or the other has been 
completely beyond the pale of reasonable consideration. We 
can say that in the course of bargaining. I do not think we 
can say that as a detached judgment on the bargaining 
process. 


Secondly, the fact finders themselves have been 
reluctant to play the role which the statute appears to 
assign to them, which is to embarrass one of the parties to 
get off its position. That is not a role which endears you 
to one of the parties and it is probably a role which if you 
play at once, you will not be invited back. 


So the mechanism itself, I think, has disappointed 
those who originally designed it, and it is now largely 
superfluous, the bargaining process. If anything, it gets 
in the way. 


Mr. Alien: Thank you very much. 
The Vice-Chairman: Mr. Johnson? 


Mr. Johnson: Just a couple of questions. I am very 
concerned about the interests and the results of strikes on 
the students and I feel that when a strike goes on for too 
long there is absolutely no question that the students pay a 
price. We are talking about the rights of teachers and the 
rights of Boards, but it is also very important, in fact, I 
think the most concerns were the rights of students. 


You have not addressed the fact that there should be a 
termination date for a strike. Should the strike go on 
forever? 


: : Well, I think the legislation, as it is, 
gives the authority to the Education Commission to make that 
decision. It says when the strike is on too long according 
to its determination of when damage is being done to the 
students. 
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Mr. Johnson: And it is extremeley difficult to 
determine that. 


'rlynn: @ Sure. It would beedifficulect omwanyone 
to determine that. 


Mr. Johnson: Would you have any objection to some 
type of mechanism that could speed up the process and 
shorten the time frame of strikes? 


Mr. O'Flynn: Well, I do not know if you are going to 
succeed in shortening the time frame of the strikes. What 
criteria one would use to decide that damage? Well, your 
concern would be that damage was being done to the 
educational interests of the student and you would have to 
arrive at some arbitrary time figure and say, "Well, after 
such and such a date, then it has to end.” 


I think the situation is a better one like you have 
now whereby a body which is seized with that responsibility 
looks at the situation and says, "Yes, I think this is the 
time to end the strike. It is over." 


Mr. Johnson: I went through the strike in Wellington 
County. A Board was here to make their presentation after. 
But it went 52 days and by the time it was over, very very 
few people were happy with the results of the strike. - 


Mr. O'Flynn: Well, perhaps that is the best result 
that can come out of that strike. That is, that next time 
both parties will know that the responsibility is theirs, 
that it is up to them to reach an agreement, up to them to 
arrive at a collective agreement, and if they do not, they 
may well put themselves into a position in the future that 
they will have as long a strike. But since neither of the 
parties involved enjoyed that particular experience, there 
will be pressure on them from both sides to arrive at an 
agreement in a much quicker time. 


Mx. Johnson: Would you think, then, it would be 
beneficial to have a study to determine the results of the 
strike and how to avoid it in the future? 


Mr. O'Flynn: Well, I think you will not need any 
study. The people on the Board would know; the trustees 
would know. They would reflect and evaluate their 
performance and the teachers' organization would do 
likewise. That is normal. A union, when it goes through a 
strike always sits down and says, "Well, what came out of 
that strike? Did we take the right approach? How would we 
change it next time? Would we allow ourselves to get into 
that position again?" 


That is’ the kind of steps’ that’ al union itakes. 
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Mr. Johnson: So it is a learning process? 
Mr. O'Flynn: Absolutely. 


: But would it not be beneficial then to 
take the next step and determine the results that the strike 
caused to the students? 


Mr. O'Flynn: Well, that would certainly be within the 
power of the trustees to do that. If they wanted to have a 
look at the impact that the stike had on the education of 
the students, certainly. 


Mr. Johnson: Okay. We can address that next week. 
The Vice-Chairman: Ms. Bryden? 


emt hankiyou, eMe<eChairmansesiewould slike to 
congratulate the OFL for coming before us and reminding us 
that the right to strike is a very important part of 
collective bargaining, and you did it with some Irish 
rhetoric from the quotes as well as yourself. So I think it 
is good for us to start with that position before us this 
afternoon. 


There has not been very much feeling that teachers 
should not have the right to strike, but there has been. 
Suggestions that it should be circumscribed in certain 
cases. oe ee 


Mrs O'R ynn saves: 


: My questions relate to this use of 
arbitration. I think three sections of the Ontario Labour 
Relations Act that you suggest we might consider 
incorporating would be very useful and I think we should 
look at that. And my colleague has already referred to 
that, that is for expedited arbitration for making it 
mandatory to give access to arbitration in cases of unjust 
Gismissal and for amending the penalty, and I hope the 
committee will look at those proposals. And they are the 
first time they have been brought to us as well. 


Also you are not a first but you are a second, on 
suggesting that the property tax should be rebated in cases 
where a Board has saved money. We had a very specific 
proposal this morning from Etobicoke in which there is a 
case, of course, of bargaining for six Boards together in 
Metro Toronto, and they did not want the tax rebate to go to 
all six Boards either. They wanted it to go to whichever 
Board was struck and I think that is fair enough, but it is 
something that has not been addressed very much yet. 


One problem I have is when you are going to rely on 
arbitration, as you suggest is necessary in certain cases of 
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resolving employees' grievances, do you have any say in the 
selection of the roster of arbitrators or should the workers 
and the teachers be consulted in that or should it be 
entirely the job of the Education Relations Commission to 
draw up the roster without consultation? 


Mr. O'Flynn: Well, John? 


: PeEWClLIVeLixrSteot ally fiteonegwere co take 
the model that is now found in the Ontario Labour Relations 
Act, the decision on whether to go the channel of expedited 
arbitration or whether to go down the channel of the 
conventional tri-partite arbitration would be a decision 
which is effectively made by the teachers' federation. So 
they are cognizant of the potential biases, if there are 
any, in those two channels. 


The practice under the Ontario Labour Relations Act is 
that there are a list of arbitrators who are maintained. 
There is a commission of sorts which determines who gets on 
that list and, in general, I would think that people with 
experience under that Act find that those who are approved 
as arbitrators have a basis in experience and a record of 
impartiality. 


You will obviously find that some arbitrators have a 
better reputation on one side of the table than they do on 
the other. But the system as a whole right now for the 
selection of arbitrators for the expedited arbitration 
process is viewed as a system with considerable integrity, 
and I should not think that one would have any great fears 
if that were just transplanted over to the school board 
sector. 


Mr. Bryden: What about the problem of delays? I 
gather the list of arbitrators, the people who do the work, 
Carve certain? parts of their) time, —-its may. bel ay parttime 
job -- and sometimes it takes a long time to find an 
arbitrator and that is justice delayed is justice denied. 
Have you run into that much under the Labour Relations Act? 

: : Sure. They are allowed delays under 
Section 45 itself. There are some problems with the 
expedited arbitration in that they are obliged to hear a 
case within a certain time. But after that, they may not 
even get started with the case on that day and they may just 
clear up preliminaries. And then it may be some months 
before the case is actually heard. And then while the 
legislation lays down when it must be started, the time by 
which it must be started, it does not have anything to say 
about when the decision must be implemented. 


So that is a problem that exists then, and we have 


addressed that problem in our submissions to the government 
On amendments to the Ontario Labour Relations Act. 
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Mr. Bryden: But you have not found a solution? 


Mr. O'Flynn: No, they have not found a solution to it 
Yeu. wewethayverarsolutionstotitewand that/is@that the 
decisions should not be written under expedited arbitration. 
They should not be written and the case should be heard and 
the decision should be handed down within 'x' number of days 
of the last day of hearing. That would do away with some of 
the untimely delays that have taken place. However, that is 
a slightly different area. 


Mr. Bryden: Well, Mr. Chairman, this is something 
that we do suggest greater use of single arbitrators 
appointed by the ERC. We should consider how their reports 
can be speeded up. 


: : Absolutely. It would be great if we 
were able to get changes in the Ontario Labour Relations Act 
as a result of this presentation; that would be wonderful. 
We cannot seem to get them any other way. 


Mr. Bryden: Thank you. 
The Vice-Chairman: Thank you, Ms. Bryden. I will 


give myself permission to ask you one question. In regards 
to principals and vice-principals do you consider them 
management or should they be apart from the OSSTF or the 
Association or should they keep on the way they are? 


Mr. O'Flynn: Well, I had may experience in the 
community colleges and not in the school system itself. I 
would not presume in this matter to usurp the authority and 
the opinion of the federations. I think they are quite 
happy with the system which keeps them within their 
Organizations. That seems to work very well for them. 


The Vice-Chairman: Very good. I would like to thank 
you very much, Mr. O'Flynn and Mr. O'Grady, for coming here 
before the committee? 


Mr. O*Flynn: Thank you. 
The Vice-Chairman: Thank you. Our second presenters 


this afternoon are from the Wellington County Board of 
Education. We have Mr. William Lawless, Chairman of the 
Board. We have Bill Forsythe, who is the Director. We have 
K.C. Conrad, Superintendent, and two trustees, I believe -- 
Mr. Bob White and Paul Young. 


Now gentlemen, if you want to come forward and if, for 
the sake of Hansard, if you would identify yourselves, 
please. And when you are ready to proceed go right ahead. 


Mx, Lawless: Mr. Chairman, ladies and gentlemen, my 
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name is Bill Lawless. I am Chairman of the Wellington 
Board. With me here today is our director, Mr. Bill... 
Forsythe on my left. Further on my left is,our 
Superintendent of Personnel, Mr. Keith Conrad. The trustee 
on my right, Mr. Bob White, and Mr. Paul Young in the rear. 


Since our brief was only distributed a few minutes 
ago, I would propose to go through it and read it and then 
answer questions on it. 


Submission to the Ontario Legislature Standing 
Committee on General Government, Review of School Boards and 
Teachers' Collective Negotiations Act. 


"The commission is concerned about the detrimental 
impact of strikes, particularly long strikes, on the 
students. It is also clear to the commission that 
the general public is becoming increasingly concerned 
about this matter. If the federations and boards do 
not find a way to reduce the impact of strikes on 
students, the public may soon demand drastic and 
perhaps unwise government action." 


This is taken from a report of a commission to review 
the collective negotiating process between teachers and 
school boards known as the Matthews Commission. 


The above statement from the Matthews Commission 
summarizes precisely the position that the Wellington | 
Country Board of Education wishes to present to the Standing 
Committee on General Government for its review of the school 
boards and teachers' Collective Negotiations Act, or Bill 
L007 


While there will undoubtedly be submissions presented 
on numerous aspects of this Act, the Wellington County Board 
Submission, because of the recent history of a strike, 
proposes to limit its comments to matters more closely 
associated with strike-related issues and specifically to 
procedures that would alleviate the impact of a strike. 


The Wellington County secondary school teachers strike 
in 1985/86 lasted for 51 days. It was the second longest 
strike in the history of collective bargaining for teachers 
inyOntario. 


While it was difficult for everyone concerned, no 
group was hurt as much as the students and their families 
both educationally and socially. Consequently, this 
submission centers on concerns related directly to a strike 
and those parts of the legislation which might be improved 
in order to lessen the damaging effect that strikes have on 
a community in general but in particular on the students 
concerned. This Board recognizes the position set out by 
the Ontario School Trustees' Council. However, while not 


Farr & Associates Reporting, Inc. 


denying the major thrust of that report, the Board does wish 
to alter in part some of the Council's recommendations. 


In particular, the Board wishes to make the 
representaion on the follow issues: The fact finding 
process. Second, principals, vice-principals and the 
bargaining unit. Third, the right to strike. Fourth, 
defining jeopardy. Fifth, the need to study the affects of 
a strike. Sixth, legislated termination of a strike or 
lock-out and seventh, student accessibility under the 
legislation that extended Separate School funding. And 
while that may not appear pertinent, we will tie it in 
later. 


Number 1, the fact finding process: It is noted that 
several organizations have recommended the elimination of 
the fact finding process in the current legislation. This 
Board believes that in the least the fact finding process is 
in the wrong place in the bargaining process and if not 
eliminated, should be either placed in a more advantageous 
position or replaced by a procedure that would be more 
useful in bringing about a negotiated settlement. 


The Wellington County secondary school teachers' 
strike commenced on September the 16th, 1985. The fact 
finder's report was made public in March of 1985, a full six 
months earlier. While initially the public was not even 
aware of the existence of a fact finder's report, when they 
Gid obtain a copy, it was apparent that the report was out 
of date and inadequately addressed the issues then facing 
the parties in the strike. 


It is worth noting that the March date was six 
and-one-half months after the initial date for the 
appointment of a fact finder. This Board believes that if 
fact finding is abandoned, there is a need to replace it by 
a procedure that will provide for a report to be made by an 
independent third party on negotiations, immediately prior 
to the strike. 


This report should be available to all teachers and 
trustees and published widely in the jurisdiction in 
order that ali members of the public, including students, 
are fully aware of the matters that have been agreed upon 
and the matters remaining in dispute. 


Consequently, the Board makes the following 
recommendations: That before the teachers vote on the 
Board's final offer and before the date for a strike is 
announced, copies of the last offer of both parties be 
published through the local media by the Education Relations 
Commission or another neutral body and simultaneously 
distributed to every teacher and every trustee in the 
Board's jurisdication. That would occur in the OSTC model 
between steps 4 and 5 for speeding up the bargaining 
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process. 


Principals and Vice-Principals - Relationship to the 
Bargaining-Unit; This: Board Tseawaresthatechere are “Cwo 
Opposing views on the position of principals and 
vice-principals remaining as members of the bargaining unit. 
While it is recognized that principals and vice-principals 
can be a levelling influence on the branch affiliate during 
times of high tension, this Board believes that they must 
recognize themselves and be seen first as managers of their 
schools with full responsibility to the Board for their 
activities. 


During the strike in Wellington County, considerable 
stress was placed on the principals as they carried out the 
dual role of responding to the directives of the Board and 
senior administration, while maintaining a stance of support 
and loyalty to the expressed causes of their branch 
affiliates. 


The general public was not sympathetic to their 
position when they observed them in off-hours on the picket 
line or appeared to be less than fully helpful when requests 
for assistance were made. 


It is this Board's belief that the present 
circumstance in a sanction situation is not a healthy one 
for the principals and vice-principals nor for the image of 
the Board. The-memory of an unhappy incident during the 
strike can live on long after its conclusion and thus'be the 
cause of less than harmonious relationships with both the 
community and fellow members of the branch affiliate. 


This Board belives that in the least, a clear 
Statement of expected behaviour for principals and vice- 
principals in a sanction situation needs to be developed. 
For this reason the Board makes the following 
recommendation: Number 2, the Wellington County Board of 
Education recommends that principals and vice-principals not 
be members of the teachers' federation. However, failing 
this, the Board feels that the duties and responsibilities 
of principals and vice-principals during a strike should be 
clearly defined as suggested in the OAEAO Review, June, 
1986. And this was a report on Collective Negotiations Act, 
a report to the Minister, and that recommendation number 2 
in our brief coincides with recommendation number 14 on page 
L3 Oftthatesreport. 


The right to strike: The Board is not in favour of 
teachers having the right to strike. However, the Board is 
cognizant that the alternatives may be equally unacceptable. 
For example, in the case of fire-fighters, the alternative 
appears to be compulsory arbitration. This introduces 
difficulties currently being experienced by municipalities 
as a result of recent arbitration awards. 
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As in the case of fact finding, it is noted that 
parties may negotiate to an arbitration position rather 
than seeking a settlement. The Board therefore recommends 
the following: That although the Wellington Country Board 
cf Education prefers that strikes by teachers not be 
permitted, it recognizes that the alternatives may also be 
difficult and therefore recommends that a clear definition 
of "jeopardy" in the case of a strike be stated in order 
that the Boards, federations and the public are aware of the 
criteria by which jeopardy will be determined. 


Definition of jeopardy: A simple arithmetical 
calculation can determine the number of hours lost to 
instruction in relation to the number of days which a strike 
has consumed. Does jeopardy occur in 10 days? 20 days? 

One day beyond 50? A calculation made during the Wellington 
County strike that assumed 49 strike days determined that 
the number of hours of instruction time remaining in 
non-semestered schools was 98 hours per course. And for 
each of the two semesters in semestered schools, the time 
remaining was 91 hours. 


Since the Ministry of Education curriculum guidelines 
calle for-110*torl 20° hours of “instruction, it was ‘clear-at 
that time that only core topics in a guideline could be 
-covered and that a curtailment of formal examinations and 
co-curricular activities would be necessary. A letter from 
the Director of Education to the ERC summarized the 
Situation based on the 49-day strike as follows: 


Reorganization of hours of study: The time frame of 
110 hours prescribed by the Ministry includes core and 
optional topies for>which there is’ some’ built-in flexibility 
to accommodate the different learning rates of students. 
Undoubtedly, a sharper focus will be required in Wellington 
County in the core topics. It should be obvious that a 
point will be reached where the core topics cannot be 
properly completed. In the writer's opinion, this point has 
now been reached. 


It is recognized that student motivation to study may 
be greater than normal and that more home study might be a 
part of any plan to provide a valid credit. Students will 
rise to such a challenge but should not be expected to lead 
a life of solid study. With the increased pressure, the 
importance of a break from intensive study will be critical 
to the maintenance of good physical and mental health. 
Consequently, if we are to present a meaningful learning 
situation for the students, this strike, in terms of 
jeopardy, is at a very critical point. 


While it is clear that successful completion of the 


courses of study remain the single most important reason for 
secondary education, it must be recognized that there are 
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important social and co-curricular activities associated 
with secondary school education that contribute to the 
growth and development of individuals in their teen-age 
years. Such activities are seriously curtailed in a lengthy 
strike not only because of the strike, but because of the 
need, after the strike, to utilize every available hour for 
necessary concentration on course work. 


During the course of the strike, there were 
indications from the public of the effects that the loss of 
normal social activities had on many students. This was 
especially true in the rural settings where easy 
congregation is not possible. In addition, there were 
reported incidents of students hospitalized because of the 
stress of worrying but their future as well as serious 
family conflicts brought on by the heightened stress of an 
abnormal lifestyle. Students want and need to be in school. 


The Board consequently believes that a clear 
definition of jeopardy that will provide a better estimate 
of the educational and social losses to the student needs to 
be developed. The Board believes that a group of 
professional educators should be requested to address in 
this broader context the subject of jeopardy in order that a 
more in-depth measurement can be made in future strike 
Situations. The following recommendation is therefore made: 


Number 4: That a provincial committee composed of 
members of an organization such as OAEAO, which is the 
Ontario Association of Education Administrative Officials, 
be requested to study the issue of jeopardy and recommend a 
statement of criteria by which jeopardy would be determined. 


The need to study the affects of a strike: Subsequent 
to the return to work, several groups made proposals to deal 
with matters associated with a strike. While some of the 
proposals dealt directly with the promotion of harmonious 
relationships, the Wellington County Board of Education was 
particularly impressed with the proposal by the University 
of Guelph to conduct an intensive study of the effects of 
the Wellington strike with particular emphasis on the 
problems experienced by the students. : 


It is the Board's opinion that a study similar to the 
one proposed by the University of Guelph should still be 
done. While it is now too late to conduct such a study for 
Wellington County, the Board believes that such a study 
should be planned in the event that a similar strike occurs 
in Ontario at some future date. 


I have a copy of their research proposal which they 
put forward*at that time but did not receive funding for. 
This was dated the 12th of March, 1986. 


Legislated termination of a strike or lock-out: The 
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Board recognizes that the best solution to a stike or a 
lock-out is for the parties to voluntarily come to an 
agreement themselves. However the Wellington County Board, 
perhaps more than any other Board, recognizes that this is 
not always possible. An unresolvable impasse, as was the 
case in Wellington County, is a distinct possibility. 


There is little doubt that conditions will develop in 
some jurisdiction in the future at which time a similar 
impasse will occur. While the first concern of the 
Legislature should remain the issue of jeopardy to the 
students’ education, a judgment with respect to the ability 
of the parties to reach an accommodation between themselves 
in a reasonable length of time may need to be made. In 
either circumstance -- jeopardy and/or impasse -- the 
Legislature should have recourse to a procedure by which a 
strike or lock-out is terminated. It should provide for a 
method by which the matters in dispute can be resolved. 


The Board does not believe that the imposition of the 
mediator's proposal of November the 10th, 1985, by the 
legislature was the proper approach to decide the terms of 
settlement. The Board believes that a better approach, such 
as compulsory arbitration or a form of final offer 
selection, would be more palatable and would not compromise 
a mediator's proposal in his attempt to achieve an agreement 
between the parties without government intervention. 


For these reasons, the Board supports the 
recommendation contained in the OAEAO submission, which was 
recommendation number 9 on page 10 of that report. 


Our recommendation number 5: That in the event that a 
strike or lock-out is to be terminated, the government not 
Getermine the terms of settlement but rather the settlement 
be determined by a three-person arbitration board, the 
chairman of which shall be appointed by the ERC and each of 
the parties selecting one member of the Board. 


Number 7. Accessibility - Bill 30: During the strike 
in Wellington County, the Wellington County RCSS Board had a 
number of requests for access to the secondary schools from 
students whose parents property was assessed for separate 
school purposes. 


In a recent Joint Committee meeting between our Board 
and their Board, this matter surfaced in relation to the 
discussion of Section 1360 (1) and (2) of Bill 30, which is 
appended at the back as Appendix A, with regard to open 
access to secondary schools for students of conterminous 
boards. 


Members of the Joint Committee expressed concern with 


the potential for serious consequences resulting from open 
access if the teachers of one of the coterminous boards were 
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on strike. While the matter might be addressed by Section 
40 of the Education Act -- and this Section is also appended 
as Appendix B -- through reference to the availability of 
adequate accommodation, it is not clear that this later 
section of the Act applies in the open access as set out in 
Bids 302 


If a Board were required to provide the accommodation 
and the teaching staff in the incidence of a strike in a 
coterminous Board, the obvious concern arises that such 
Board would have not only an excess of accommodation, but 
also an excess of teachers once the strike was over, 
assuming the students returned to their original schools at 
the end of the strike. 


On Appendix A, Section 1360 (1) and (2) are pertinent, 
and Appendix B, Section 40 (2). 


Conclusion: The Wellington Country secondary school 
teachers' strike of 51 days was an experience that no 
community in Ontario should ever have to experience again. 
The loss of educational opportunities for students, together 
with the social upheavel in the communities involved, is too 
great and the frustrations are too intense to be repeated 
elsewhere. Steps should be taken by the government of 
Ontario to reduce the impact of strikes and to assure that 
contract resolution occurs long before the 5lst day. 


This submission by the Wellington County Board of 
Education suggests some amendments that might assist the 
government in providing procedures by which the impact of a 
strike would be lessened and the dispute between the parties 
brought more quickly to a fair and hopefully palatable 
resolution. 


The Wellington County Board of Education believes that 
the committee should heed the warning of the Matthews 
Commission; that is on page 1. The general public is 
becoming increasingly concerned about the impact of strikes, 
particularly long strikes. It is our joint responsibility 
to seek ways by which that impact can be moderated. 


The Vice-Chairman: Thank you very much. We certainly 
appreciate your brief; it is very clear and precise. We 
have some questions for you however, and we will begin with 
the member for Wellington-Dufferin-Peel, Mr. Johnson. 


Mr. Johnson: Thank you, Mr. Chairman. Dr. Lawless, 
members too, I would like to congratulate you on your 
presentation. 


I have been asking some of the people who have been 
making presentations about the role of the ERC and if there 
is some way that you could speed up the mechanism. I know 
that in the Wellington dispute that, I think in November the 
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lst, you requested a jeopardy hearing that was denied and 
then followed through on November the 12th? 


Mr. Lawless: Yes. Mr. Director, please. 


@: Mr. Chairman, that the Chairman of the 
Board wrote a letter to the ERC on November the lst is 
correct and I think a letter of approximately November the 
12th, and then there was a response on November the 14th. 
Thateretter Midpaskeror avyeopardy. hearing... Iithink it is 
not correct to say it was denied, there was no just response 
from November the lst until approximately November the 14th. 
At that time there was a statement of some criteria that 
might be set out in a letter and that was responded to 
immediately. But it is true that the Chairman of the Board 
had written the ERC for the first time on November the lst. 


Mr. Davis: Supplementary, Mr. Chairman. Just to 
Clarify, I wanted to ask my question. Mr. Forsythe, as 
Director, were you aware, as I have been led to believe, 
that the determination of jeopardy would have to come from 
you, a letter from you, saying you believed the students 
were in jeopardy? 


: We talked about this the other day as 
amatter of fact -- 


Mr. Davis: I know. 

: o> and my response to you was I was not 
aware that the Director of Education was necessarily the 
person named. What I said was that it was a logical person 
to formulate the letter. 


Mice DavisseeButeis that. 4 requirement of the ERC? 


What you have said -- and I just want to try and clarify 
this because I think it is an important matter for us to try 
and clarify -- your Chairman wrote two letters and then 


there was a response come back that said, "If you follow 
these criterias-=-" 


From that, I deduce, whether I am right or wrong, that 
they really wanted a letter from you as a director saying, 
"This is what is happening in these areas. Therefore I, as 
an educator, believe the students are in jeopardy.” 


: I had been in discussion by telephone 
with the ERC and asked them for a statement of the criteria. 
They were listed over the phone. I was of the opinion that 
they were going to come in writing to me and I was waiting 
for that. Finally they came in writing and I responded to 
them when I got them in writing. 


Mr. Davis: How long after that before there was a 
declaration of jeopardy? I cannot recall, so -- 
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: I am not certain when jeopardy 
occurred, but I think it was the Friday before the 
legislation took hold of it the next week because we had met 
on the Thursday -- We had met at the Inn on the Park on the 
Thursday before that. So between my letter, which would be 
about the 15th, 16th of November, and then we would reach 
the end of the next week. 


Mr. Davis: Thank you. 


Mr. Forsythe: We are talking about seven days, I 
think. 


Mr. Davis: Seven days. 


Mr. Forsythe: Approximately. 
Mr. Davis: Thank you. Thank you, Mr. Chairman. 


The Vice-Chairman: Mr. Johnson? 


Mr. Johnson: It is my understanding at the time there 
is no process for requesting jeopardy hearings if the 
Education Relations Commission decides there is no need for 
hearings. And second, the Commission does not have to 
respond to requests for -jeopardy hearings. 


Mr. Callahan: As a point of order -- I would never 
interrupt my good friend because he is my good neighbour 
north of me -- but, Jack, I think that is not fair because 
the Act itself does not provide for a hearing. The wording 
is, if in the opinion of the Board -- whatever that Board 
is -- there is jeopardy, then they do something. But there 
is no provision; that is a shortcoming obviously. That is 
something that will have to be addressed by this committee 
in its report to the»=Minister. But? ZI would not’ want to go 
by that there is in fact provision for a hearing. There 
never was provision for a hearing. 


The Vice-Chairman: As a point of clarification we 


appreciate it. 


Mr. Johnson: Maybe, Mr. Chairman, this would be an 
appropriate point to suggest that we have the ERC appear 
before this committee, and we can maybe put some questions | 
to them and maybe Mr. Callahan can prove that his point is 
accurate. 


Mr. Callahan: I am not trying -- 


Mr. Johnson: Would you be agreeable to have the ERC 
come before the Board?. 


Mr. Callahan: iI have no d@difficulty., I think the 
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purpose of this committee is to hear, I guess, the whole 
shooting match. I am not sure whether it will advance our 
position because we are really going back to ancient 
history. Hopefully we are going to improve on this 
Situation that existed in the past and provide that type of 
hearing. 


fice-Chair : What we can do is bring it in 
front of the sub-committee whenever the Chairman is back on 
the job. I am prepared to do that. 


Mr. Johnson: Well, I would like to make a 
recommendation that we do so. 


The Vice-Chairman: Okay. Steering Committee. 
Mr. Davis: Let's clarify that after. 


Mr. Johnson: It is my understanding that the 
Wellington Board requested the Minister of Education to 
allow a study to occur to determine the effect of the 
strike: 


Mr. Lawless: Yes, we did, Mr. Johnson. We requested 
it and then we supported the research project and study that 
was suggested by the University of Guelph and that is when 
they felt confident they would receive money to fund this 
study and that is where. we put our apples, if I may use that 
expression. And money was not forthcoming for that study 
and the Board did not provide money for a study itself on 
its own. 


Mr. Johnson: Mr. Lawless, I am at a bit of a loss on 
this. I understand the University of Guelph were prepared 
to conduct a study. At one point in time I understood that 
the Minister, if he did not approve it, he was in the 
process of approving the study, and at that time or some 
time frame it was turned over to the ERC? 


Mr. Lawless: Mr. Johnson, I am not exactly sure of 
the mechanics of it. It was my understanding that funding 
was withdrawn after they thought it was going to be 
approved. If I am wrong, I stand corrected. If you wish to 
comment, Mr. Forsythe? 


Mr. Forsythe: The only comment I can make, Mr. 
Chairman, is that my understanding is some negotiations went 
on between the University of Guelph and the ERC. 


Mr. Johnson: About the break down in communications 
between the University and the ERC? 


: That is the information we received 
from the University of Guelph; that is where it fell apart. 
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Mr. Johnson: I have a letter from Dean John 
Vanderkamp that pretty well states that there was a problem. 


Mr. Forsythe: Mr. Chairman, if I might. I suspect 
that that is the same letter that the Board of Education 
received. 


Mr. Johnson: Well, Mr. Chairman, I have only two 
points I would like to make. I support the idea that we 
maybe could gain some extremely valuable knowledge by having 
this study, and as the Board suggested it is too late for 
the Wellington case, but maybe if this committee were to 
give consideration to making that a recommendation that in 
the future, after a strike occurs, that a study could be 
conducted. 


And then the second point is that we have to, in some 
way, increase the role of the ERC or determine at the 
jeopardy hearing some way that we do not have to go through 
51, 52 days of a strike. And I am not sure how we can do 
it, but Wellington Board does make a recommendation that 
maybe is as good as any that we will come up with. 


The Vice-Chairman: Well, whenever we reconvene, 
whether we do make a report or whatever, we.could bring it 
in at that time if the committee desires. We can do that; 
that is quite easy to do. 


The other thing I want to say to you, Mr. Johnson, is 
astat ter conferringjwithsouraclerk, Mss Debbera=-| whoshas 
been very helpful to me, by the way -- that we can call on 
the ERC to come in front of this committee and any other 
important body that would be relevant to this situation. 
However, this is our last day in Toronto for hearings. It 
might be a little bit difficult to hear or receive the 
people from the ERC from here to the end. 


Mr. Johnson: I would think before we make any 
determination we should definitely spend some time with them 
because there is a lot of questions that they have to 
address. 


The Vice-Chairman: Fine. Mr. Callahan? 


oh Well sfirst.ofvall,athis. isethesfirst 
time there has ever been a legislative committee review 
this; I think you will agree with that. In fact, one would 
have wondered why there was not one after the Matthews 
Report because it was pretty critical at that time I would 
Say, and Mr. Matthews certainly does not mince words when he 
Says that the public may soon demand drastic action; and yet 
nothing occurred. One would have expected after a 57-day 
strike -- I think it was 57 days in Sudbury -- 


Mr. Lawless: Fifty-six. 
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Mr. Callahan: “-- 956. -I was going to say, "What is a 
day?" but I think to a student a day is very essential when 
you get to that range of the focus. 


What I would like to put to you is that we have all 
tried to think about a way of dealing with what is jeopardy. 
ADCS UChinkei teieeparti cularivyeimportant Mine light vot iwhat 
statements were just made by the OFL, that they view this 
simply as an ordinary labour mechanism. I suggested to them 
that there is a component here that does not exist in an 
ieee a economic collective bargaining process -- the 
child. 


And I would have to equate it to an analogy of a 
divorce where there is just husband and wife -- no kids. It 
is entirely different than a divorce where there is a 
husband, wife and kids. 


And the criteria that the courts have always taken 
with reference to where children are involved is that they 
take the position of being the pater patrians of children 
and the key issue is not the parents' concern one way or the 
other. What is considered is the well-being of the child. 


Now I have to ask you -- maybe is is rhetorical 
question -- but in light of that, certainly that has be key 
in terms of any definition or any way of pecetonaees © 
_ Jeopardy. Would. you not agree with that? 


Mr. Lawless: Mr. Chairman, through you to Mr. 
Callahan, yes; I very definitely agree with your remarks. I 
think the child should be held up here as the most important 
component in the strike. The previous presenter talked 
about the federation and the students and parents and he did 
not mention the Board. I noticed that when he was making 
his remarks. But there are two definite sides, but 
unfortunately the group of people who are in the middle and 
ones to whom the damage is done are the students. 


So I think it is essential that somehow -- and we 
offer one suggestion here; I am not suggesting that is the 
best one that could be available -- we determine a more 


exact, a more definite, type of definition for the term 
"jeopardy." I realize it is very vague and it is, as you 
say, it is an area here somewhere in between. How do you 
Gefine it? 


Pitknow sit Will notiibeeasy but! ‘think *etisMcritical 
to this process that jeopardy be defined. And I will be 
more specific; I think a time limit should be placed on 
strikes because after so many days you cannot cover the 
curriculum. This was the situation in Wellington. We did 
our best in the past year to cover the core, and that is the 
most you can hope to do. 
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Mr. Callahan: My concern about a time limit is that 
you then just extend to the magic point where everyone can 
do what they are doing. 


Mr. Lawless: I understand that. 


: Having said that, I then have to go to 
the question that has bothered me, and I am only an 
interloper on this committee but it has bothered me as a 
parent and also, I guess, as a former municipal politician, 
is that this process truly is very different than a normal 
labour relations situation, because on the one hand you have 
trustees, who are elected who have a responsibility for the 
public purse but also have -- maybe not up-front but 
certainly in the back of their head -- the fact that they 
have to be re-elected. 


And it becomes particularly significant these days 
when municipalities are trying to break out the figures that 
the trustees have imposed from the cities. And even in my 
community, suggesting that the school board should collect 
their own taxes so that the public knows who is imposing 
those taxes. So that may exacerbate this whole concern that 
I have even greater. 


But on the other side of the coin, you have teachers 
who are caught between a rock and a hard. place too because 
the majority of teachers that I know are very concerned 
about their students and want to teach -- not get out and 
picket -- but also want to be able to negotiate a fair wage 
for themselves. 


So I have to ask you as I have asked other groups, 
you, as trustees, have you ever felt that that puts you in a 
difficult- position in. trying to wear all those hats as a 
politician, as a protector of the public purse, and as 
zeroing in on the major concern that you just agreed with 
me? And I think that is given that this whole Act or this 
whole purpose is to put the child at the apex and to see 
that that child is not injured. Does that cause you any 
concern? 


Mr. Lawless: Mr. Chairman, again through you to Mr. 
Callahan, I think the responsibility of a trustee, whether 
it is in a strike issue or negotiating mode or just the 
Ordinary operating of the Board, should keep the student 
uppermost in his mind. The thoughts of re-election, well, I 
Suppose it occurs the same as it does with you ladies and 
gentlemen once in awhile. 


Mr. Callahan: Guilty. 


: But I can honestly say, when I look back 
to 1985 and I was not on the negotiating team at that time, 
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but the people who were, the thought of re-election did not 
occur to them as anything of any important during that 
strike or during the time frame leading up to the strike. 
Their concern was to reach a negotiated settlement as soon 
as possible. 


I think trustees for the most part -- and I am sure it 
is true also in your situation -- wear the different hats 
that they may appear to wear, relatively well. You try to 
do the best job you can while you are there, and if you are 
defeated at the polls in a subsequent election, I guess that 
is the fates of life. So I think that most trustees who sit 
around that table in their other capacities have the student 
uppermost in their mind. 


Mr. Callahan: Do you think there would be any 


benefit -- this is my final question, Mr. Chairman; I have a 
lot of them, but this is my final one, in fairness to other 
members -- but do you think there would be any benefit in -- 


because nowhere in the Act, at least in my brief purusal of 
it, does it say that children are to be uppermost in the 
minds of this whole process. 


Would it assist either within the Act just as a 
general recital or in defining jeopardy is probably the 
better place. One of the major considerations even though 
it is -- We all know that is what it should be -- that that 
should be one of the major considerations. So if it can be 
demonstrated that you have only got so many hours in the -- 
And I think is what is being done, in a sense. If you get 
to a point where you are 50 per cent into the hours of 
instructions there is a determination made that jeopardy 
exists. Do you think that would be helpful? 


Mr. Lawless: If it is placed anywhere, obviously the 
place to put it would be with the discussion of jeopardy. 
It is a motherhood statement, really, because I think all 
teachers -- and I say that with all respect -- that that is 
their uppermost idea also, is the betterment of their 
students, as do the trustees. I think in our definition of 
"jeopardy," while that may be included, we have to try and 
be a lot more specific, if that is possible to be specific _ 
in this condition or this definition. 


Mr. Callahan: Maybe, before this is all other, all of 
the trustees and teachers will be able to submit to this 
committee for their consideration a report to the House of 
what a definition might be. 


: I submit to you that the body that we 
recommended to make that definition or set of criteria are 
probably as well qualified as anybody, and that is the 
Ontario Association of Education Administrative Officials, 
directors of boards of education. 
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Mr. Callahan: Thank you very much. 
ThesVice-ChsirmansseMragAlien? 


Mr. Allen: Thank you, Mr. Chalrman.a fisappreciate the 
fact that the Wellington County Board of Education has come 
before us in the light of their own recent experience to 
give us their views on the issues that we have been looking 
at relative to the School Boards and Teachers Collective 
Negotiation Act. 


I guess I smiled when Mr. Callahan referred to being 
re-elected because as I recall, there was quite a turnover 
in your own Board, I think, at the time of that strike 
which, of course, intersected a local trustee election. 


Couldpiviirste ofwalla turn .to,the, tact fanaing 
process. You leave us so tantalizingly dangling in the air 
by suggesting that if it is not eliminated at least fact 
finding should be in another place that is more 
advantageous. Do you have a sense as to where that better 
place is than when it currently is lodged in the Act? 


Mr. Lawless: Yes. First of all, to reply to your 
first comment, Mr. Chairman, there was a large turnover of 
trustees on our Board. We have ten new ones. But I would 
inform you that nine people who were replaced did not run 
for re-election. Only one official lost a seat because of 
the strike and that was because he wanted to quit and felt 
it his duty to stay on. So he ran again and was defeated. 
So it is not true to say that a lot of people lost their 
Seat because of the election -- only jone person out.of ten. 
The other nine, I guess had had enough negotiating and 
decided to quit. 


Have you received a -- I am sure you have -- a memo 
from the Ontario Public School Trustees' Association? This 
is regarding the OSTC Bill 100 and Review Commitee. They 
have a recommended model to handle negotiations from the 
start of when the Notice to Bargain was delivered and right 
through to when jeopardy or withdrawal of services. 


Mr. Allen: Yes, I think we had that this morning. 


Mr. Lawless: Yes; I am sure you did. Our plan was 
to insert the fact finding process if it is used between 
steps four and five in that recommended model. 


i Mr. Allen: Three, four and five. And your reason for 
that? 


Mr. Lawless: I think the reasons are covered in our 
brief. The fact finding process as it occurred in our 
Board -- one started six months before March of "85, which 
would be October of '84. The fact finder's report was 
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Gelivered in March of '85 and the strike started on the 15th 
of September '85. So the fact finder's report was totally 
irrelevant. 


The parties had been negotiating during the fact 
finding process and for a long time afterwards, and many 
issues had been settled so it was not pertinent to the 
strike itself. And we feel that if this were done between 
steps four and five before the teachers voted on the final 
offer selection, the final offer of the Board, that then the 
fact finders report would be relevant and it definitely 
should be made public. 


And when we say, "public," we mean circulated to all 
teachers, trustees, because in the past, the strike, believe 
it or not, a lot of teachers were not aware of what had been 
agreed and what had not been agreed upon because they had 
not communicated it to them. And also advertised in the 
local media so that the parents and the students in that 
community are aware of what the issues are and what the 
Board has offered and what the teachers have offered. 


Mr. Allen: Quite apart from the fact finder's report 
being out of date, would you think it, in terms of your 
experience, to be the case that the fact finder really tells 
the public very little more than what is already known as a 
result of the reporting on the various offers and counter- 
offers and the full negotiation process? 


Mr. Lawless: Well, the way it is now, that is 
basically true. I was on the elementary negotiating 
committee that same year we had the strike, and we used fact 
finding there also and the fact finder's report did lay down 
some definite recommendations, and he chose to write the 
report slightly different than what some fact finders do, I 
believe, and we did used that report as a basis for 
negotiations and an eventual settlement. Now, it was not 
exactly the way he suggested but it did serve as a basis. 


So there is some merit in it, but certainly in terms 
of relation to a strike, it is totally useless in the 
present form, in my opinion, because it occurs much too 
early and it is not relevant to the situation by the time 
you get around to a strike. 


Mr. Allen: Do I take it from your remarks that fact 
finding ought legitimately to include recommendations? 


Mr. Lawless: Well, if it is going to be useful, I 
think it should because fact finding is just the basis of 
putting down the facts that exist; that is true. The public 
have the right to know what the situation is, but it should 
be of some help to the two parties as well. The two parties 
already know the situation -- what they are offering and 
what the opposition or the other party is offering. So in 
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its present form I have not too much use for fact finding, 
for the most part. Do you have any comments, Mr. Director? 


Mr. Forsythe: Well, as you know, I was here on Monday 
and I was a member of another group and that group probably 
said to you that it has a different position than has just 
been stated. 


Mr. Allen: Okay. Well, just to comment, I thought 
your suggestion that if in fact we leave the principals and 
vice-principals where they are, that it could be useful to 
have a better description of what their situation is in the 
context of a stike; it would probably help ail parties 
concerned. 


This definition of jeopardy, I must say I think that 
it is extremely important that before one gets into attempts 
to define jeopardy would you not think that it really would 
be important for us to complete some of the studies that you 
refer to so that we have at least some relatively objective 
data as to what has happened under given strike situations 
to given students. 


My sense is that there is an awful lot of subjectivity 
around the question of jeopardy. One can obviously make 
certain mathematical calculations, at which point it is 
impossible to complete so many instructional units and so 

forth, and that only gets you so far. 


The problem is that the other issues that relate to 
the personal concerns and development of students -- the 
relationships that they develop in the community, the 
problems of the families and so on -- is very much, apart 
from personal and anecdotal kind of information, not 
collated motwavailabile.» And it tis, veryvditfernent, I 
think, for any of us to ascertain what kind of weight they 
should be given in the question of jeopardy. 


So I take your suggestion about the importance of 
study very much to heart. At the same time, I have a sense 
that a lot of parents whip up a lot of anxiety with their 
children and with the public and with themselves by thinking 
that the school system is still the way it was when they 
went to school, when your jeopardy was you lost a year. 


And everybody talks about "losing your year. Losing 
your year," as though that was the reality of the school 
system, when for, as we know, many young people are all 
very, if you want to put it down to years, in very odd 
Situations because their credit factors overlap years and 
all sorts of things. And it would be useful to have 
jeopardy spelled out, I think, from the point of view of 
educating a lot of the public about what, in fact, school is 
now and when it is and is not in jeopardy under certain 
Kinds tof isi tuations. 
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And IsthinketOsputeiteintorthescontext,of .the 
realities of the school life as it is lived today would 
probably defuse a lot of the anxiety that occurs probably 
too early in a strike. But do you have a comment on that? 


Mr. Lawless: I do not know even know if there is a 
question there except at the end. I agree with your remarks 
all the way through. As far as educating the parents, I 
Suggest that is a rather large job to change people's 
Opinion of what they think on a certain topic, and probably 
what schools are like or were like is one of those topics. 


Again, it is a very generalized topic. I know we all 
went through school and we have our conceptions, and I do 
not suppose my conception would have changed a great deal, 
even with having children gone through the system, had I not 
sat on the Board of Education. 


So how you would go about educating them, I am not 
sure if that is the responsibility of the Board of 
Education. It may well be, but even if you try, I am not so 
sure you could succeed. But basically I agree with what you 
are saying. 


Mr. Allen: I think you are acknowledging there is a 
task there to be dealt with. . 


(Mr. Lawless: Yes. 


Mr. Allen: It may be difficult, but nonetheless it is 
an important part of defining it and helping the community 
come to grips with jeopardy. 


Mr. Lawless: Jeopardy, I even looked it up in the 
dictionary, and there is nothing that applies really to the 
situation which we are talking about. It is a word that is 
pulled perhaps out of context, and it is the word we use 
here and it is a very difficult word to define, and it is 
going to be even more difficult to set a criteria by which 
it is judged. 


Mx. Allen: Thank you very much. 
The Vice-Chairman: Mr. Davis? 
Mrs Davis: Thank> you, Mr. Chair... Justa couple of 


questions. A comment to my learned friend Mr. Callahan 
that -- 


The Vice-Chairman: Now, do not -- 
Mr. Davis: Well, I just want to clarify something for 


you, that it was on December the 16th, I believe, 1985, when 
a concern expressed for students in review of Bill 100 was 
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made, and it took the present government a year and three 
months and lots of in-fighting and -- 


The Vice-Chairman: Mr. Davis, please direct your 


questions ’<+- 


Mr. Davis: Well; Mr. Chairman, I just want to make 
sure that we understood a 


Mr. Callahan: You are too busy responding -- 
The Vice-Chairman: Order. 
Mr. Forsythe: Are we through now? 


Mr. Davis: I would like to come back to jeopardy for 
a moment and ask the Director, Mr. Forsythe, if this is not 
true, that although a student does not lose their year in 
respect to subject matters, in fact a student loses a year 
in the completion of the length of whether it is -- a 
four-year or five-year they are taking -- in respect that if 
they lose a credit or two credits, they drag them but they 
have to make them up. 


And they make them up in one of two ways. They either 
make them up in summer school or they make them up in a 
semestered school for half a semester, say from September to 
the end of January, after they have completed their course. 
Would that be right? 


Mr. Forsythe: Assuming they missed the entire credit. 
Mr Davis :yeves. 


Mr. Forsythe: I think that is what you are referring 
to. 


Mr. Davis: That is what I am referring to, yes. 


: We did have a number of students who 
(a) took a credit in the summertime or, in fact, we had 
students who had completed the program successfully but 
still took the credit in the summertime. 


Mr. Davis: So there is -- 


; It is true; if you missed the credit it 
is likely, in the semestered situation, you are going to 
kick over for another single semester to get all of your 
credits. 


Mr. Davis: Now, if you are not in a semestered 
School -= you) are in just. the traditional school, —- you then 
would have to make it up some other way. But once you miss 
a credit you have got to make it up. 
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Mes Forsythe: yes” 


Mr. Davis: And you either make it up in summer school 
Or you make it up in an additional year or half a year, if 
you can get to go to summer school. 


What I am trying to get at, is what Mr. Allen says is 
true, except that you do not lose a whole school year but 
you lose time. So if a students enters grade 9 at the age 
of 13 and assumes that he doing a 5-year course and he will 
graduate when he is 18, and there is a strike in there in 
which the student loses a credit or two credits, then that 
time frame can be extended beyond that period of time and 
must be extended beyond that time to make up that credit. 


Mr. Forsythe: In some form or other, Mr. Chairman. 
It might be a summer school; it could also be a continuing 
education situation of an evening class as well. 


Mr. Davis: Okay. All right. My other question to 
you is this: When we talk about the definition of 
"jeopardy" -- and I concur with my colleague, Mr. Allen -- 
that one of the deficiencies -- 


Mr. Callahan: You shocked me there for a second. I 
thought were concurring with me. 


Mr. Davis: Hardly likely. 
The Vice-Chairman: I was in shock too. 


Mr. Davis: The deficiency of our system has been the 
inabality =e"noctechesabilitcy <-seltquess vom cheypantior 
either the government or the ERC because I am not quite sure 
who has power to insist that when strikes have gone on for 
long periods of time, there is an external review of the 
community and of the whole process. So you have no data 
bank to look at in order to address some of the concerns 
that Mr. Allen raised, which I think are very proper 
concerns. 


But suppose for a moment we define "jeopardy" in some 
format which says that if these conditions exist within a 
given educational jurisdiction, then the ERC would say that 
that is the criteria for the ERC to make a determination of 
jeopardy or not. 


Do you believe that the definition would therefore 
protract the disagreement or the strike while the trustees 
wait until those criteria are met? 


: Mr. Chairman, I think the question is 
almost identical to, after "x" days, jeopardy will occur. 
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Mr. Davis: Okay. 
Mr Forevthe: “Al sright? 


MrouDaviss""Rights7iCan eput it thenxkthistways Ii we 
were able to define jeopardy in some format because I 
believe that is imperative, would it be beneficial then to 
ensure, as the Matthews Report suggested in a funny way, 
that the ERC monitors much more stricter the negotiations, 
as you “are “in the strike ipart, sso that itwcaneprevent either 
party protracting it, waiting until it gets to that stage? 


Mr. Forsythe: Two things. First of all, I think 
there should be closer monitoring in a situation where a 
strike was getting to the stage where the Wellington County 
Board of Education strike got to -- and I am not going to 
mention a number of days, but it got to a stage where 
somebody should have been saying, "Hey, can anything happen 
here?" 


When I was implanted in the middle of it, I was the 
eternal optimist, "We will go back to the table and we will 
resolve this thing." Reflecting back on it, I think there 
was an irreconcilable impasse sitting in there. So I do 
think there should be an external monitoring of some sort 
that says, "These people have reached an impasse situation 
and nothing is going occur to bring this around." 


Mr. Davis: _ Okay. Thank you, Mr. Chairman. 


= j : Thank you, Mr. Davis. And on 
that, we would like to thank the Wellington County Board of 
Education for appearing before us today. We certainly are 
thankful for yours brief; It issgoingito be atlittle/ibit 
easier for us to make our recommendations or our report, 
whichever one we decide to do. 


Thank you very much. 

Mr. Lawless: Thank you, Mr. Chairman. 

The Vice-Chairman: Mr. Davis? 

Mr. Davis: Mr. Chairman, my colleague Mr. Johnson 


asked about the ERC coming before us. Your response was 
they could come before a steering committee? 


Ther Vice-Chavrmans = NO;= no. Wes, 1s sard: thacrat=tirce 
but I was wrong. What I say is we can get anyone to appear 
before the committee. The only problem we have is that 
right now this is our last day in Toronto. 


Mr. Davis: And then we go out. 
The Vice-Chairman: We are doing Windsor-Ottawa -- 
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Mr. Davis: Windsor and Ottawa -- 


The Vice-Chairman: -- Sudbury and Ottawa. And 
then <= 

Mr. Davis: But when we come back we have no time; 
correct? 


Lieevice=ChairmanssatThatais rights 


Mr. Davis: Is it possible for you, Mr. Chairman, to 
ask the Clerk if it is possible for the ERC to appear before 
us in maybe Windsor or Sudbury? Is there a time frame for 
them to do that? 


The Vice-Chairman: If it is the wish of the 


committee, we can ask them, for sure. 


Mr. Davis: Well, I think Mr. Callahan agreed that it 
would be imperative for them to come and sit for us. 


Mr. Callahan: I did not say it would be imperative. 
Mr. Davis: Well, you said it would be a good idea. 


Mr. Callahan: I have no objection to it, but I am not 
even on this committee so I do not even have a vote or a 
say e , aj ’ : ; £ . 


The Vice-Chairman: What have you been doing here? 


Mr. Davis: Or could the Clerk maybe give us an 
indication of how we could have them before us after we come 
back? 


Mr. Callahan: I often wonder -- if I can just 
interject for a second -- I often wonder if the people you 
want to ask are the people who have had that responsibility 
up to this point and have not been able to define it or at 
least apparently. 


Mr. Davis: Well, they have criteria. 


Mr. Callahan: Well, that is what we need, is the 
criteria, fellows. I think we all agree on that. 


Cierk of the Committee: I can pursue the possibility 
with the ERC of sending someone to Windsor. The alternative 
is to wait until the House comes back when this committee 
gets together to make up recommendations or a report to the 
House on this issue. Before we start to do that we can have 
the ERC before us then. 


Mr. Callahan: That is probably a better way to do it, 
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if I could interject too, because everything is in at that 
point. Everything is in, and, I think Jack's comment, at 
the end before you do your report. Everything is in; you 
have heard from everybody. Maybe you will get some new 
ideas from -- some group that comes in will give you some 
good criteria. You do not want to muddle up before that -- 


MrseA Pren: Mr. Chairman -- 
The Vice-Chairman: Yes, Mr. Allen? 


Mr. Allen: I think my sense of the utility of doing 
this is really that if that occurs at the end of the 
process, if the ERC were to come here and to tell us what it 
thinks of what everybody has said to date -- half way 
through the hearings -- then their remarks will be the focus 
of every other brief that came along, and I think that would 
be improper. We inject an element into the discussion that 
I think should not happen at that point in time. 


Mr. Johnson: Mr. Chairman, I -- 


The Vice-President: Mr. Johnson? 


Mr. Johnson: -- concur with Mr. Allen that after we 
are through with all the hearings, then we can relate to the 
ERC some of the concerns that have been expressed. They may 
or may not be able to help us, but certainly to talk to them 
will not be any bother. ‘i 


Mr. Davis: Can I clarify one thing then, Mr. 
Chairman. I would defer to that suggestion that they come 
at the end, but will that require a House Leaders' 
agreement? 


Clerk of the Committee: Well, for the discussion of 
this particular topic, the House Leaders have given this 
week and next week as the time frame. It would mean when 
the House comes back, putting a request into the House 
leaders for authority to sit on the regular sitting days of 
this committee, which would be Thursdays, and use some of 
that time for the continuation of this issue. 


Mr. Callahan: We are a standing committee and we are 
not restricted from sitting hearing the sittings of the 
council, 


Mr. Offer: (inaudible) 


Mr. Davis: I would like to hear what Mr. Offer was 
going to say. 


: Well, basically I agreed. I understand 
that we have two weeks where the House Leaders have agreed 
this week and next week is to determine Bill 100 while the 
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House is not sitting, and I do not think the committee 
actually has the mandate to extend a day or two on Bill 100 
while the House is not sitting. 


Clerk Or thesconmittees ms ytnatwic right’. 


Mr. Offer: But when the House reconvenes, then this 
question can be taken to the House Leaders that this 
particular committee wishes another one or two or three or 
four or five days for the purpose of writing a report or 
having the ERC come. 


Mr. Davis: Could I ask for a point of clarification? 
Mr. Callahan: Do not get paranoid, Bill. 

The Vice-Chairman: Okay. 

‘Mr. Davis: When this committee reconvenes, is that 


when the report is then written? Mr. Chair, through you to 
the Clerk. 


Clerk of the Committee: After the house comes back? 
Mr. Davis: After the house comes back. 


Clerk of the Committee: Well, that will be one of the 


things before the committee to do, yes. 


- Mr. Davis: Okay. And at that point we could ask them 
because I understand and Mr. Conway is on record and I am 
Sure Mr. Conway would be in complete agreement with his 
colleague Mr. Offer that the committee has the right of 
Ordering its own business. 


Clerk of the Committee: Oh, yes. 


Mr. Davis: So therefore, if a request came before the 
committee the committee could then say, "Yes, we would like 
to hear the ERC and then the time frame. 


: This issue is before the 
committee until the committee is finished with it. 


Mr. Davis: Okay. All right. That helps. Thank you. 
The Vice-Chairman: All right that is it. Okay. We 


will adjourn the committee until Monday, in Windsor, at 2 
p.m. 


The committee adjourned at 3:41 p.m. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 
Standing Committee on General Government 
~ ; April 7th, 1987 
The committee met at 10:06 a.m. in room 230 


CONSIDERATION OF BILL 170, AN ACT 
TO REVISE THE PENSION BENEFITS ACT 


Mr. Chairman: We will commence hearings on Bill 170, 
the Act to revise the Pension Benefits Act. The Minister 
has a short opening statement. Mr. Kwinter? 


Hon, Mr. Kwinter: Mr. Chairman and members of the 
Standing Committee on General Government, I am very pleased 
that after so much work we have reached the stage of public 
hearings for Bill 170, an Act to revise the Pension Benefits 
Act; 


As you know, Bill 170 brings many important and 
welcome reforms to pension plans. Bill 170 is a complex 
Bill and fortunately officials of the Pension Commission of 
Ontario and the Ministry of Financial Institutions are here 
today to give us a comprehensive presentation. I understand 
the presentation will provide an overview of the highlights 
of Bill 170 and background information as to how the 
consensus on pension reform was reached. I can assure you 
that there will be ample opportunity for questions following 
the presentation. 


May I now introduce, John P. Kruger, the Chairman of 
the Pension Commission of Ontario; Robert Hawkes, 
Superintendent of Pensions; Gemma Salamat, the Director of 
Pension Plans, Jerry Cooper, Legal Counsel to the Pension 
Commission; and Julie Jai, the Manager of Policy 
Co-ordination for the Ministry of Financial Institutions. 


Thank you, Mr. Chairman. Now proceed. 


Ms. Salamat: Okay. This morning I just want to tell 
you a little bit about the legislation in Ontario. 
Legislation setting out minimum standards for employment 
pension plans was first introduced in Ontario in 1965. You 
should note that employment pension plans are voluntary 
arrangements in that an employer is not required by law to 
have a pension plan. Ontario was the first jurisdiction in 
Canada to take such action, and subsequently the federal 
government and other provinces, except for Prince Edward 
Island and British Columbia, followed with essentially 
similar legislation. 


The minimum standards in the legislation covers such 
matters as when a pension promised to a worker becomes a 
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right, otherwise known as "vesting;" how an employer must 
finance or fund the pension promised to individuals; and how 
pension assets or funds must be invested. Except for 
certain minor housekeeping changes and the introduction of a 
program called, "The Pension Benefits Guaranty FUNnG;o othe 
legislation has remained essentially unchanged. 


The Guaranty Fund is an Ontario fund, one of five such 
funds in the world which provides certain Ontario workers in 
bankruptcy situations with certain promises. Where a 
pension plan is wound up with insufficient assets, the 
Pension Benefit Guaranty Fund picks up some of those 
geficits. 


The Pension Commission of Ontario is the body 
established in the Pension Benefits Act as responsible for 
ensuring that an employer complies with the legislation. 
The legislation governs all pension plans provided for 
workers in Ontario including those public servants employed 
by the government of Ontario, Ontario municipalities, 
teachers and hospital workers. 


To give you an idea of the span of our regulatory 
control, the Pension Commission of Ontario administers ten 
and-a-half thousand pension plans covering almost two 
million Ontario workers. Accumulated assets of these funds 
are in excess of $60 billion at the present time. 


During the next days you will be hearing pension terms 
such as "pension plan," "vesting,”™ “locking in," "funding," 
"portability" and "transfer rights" which, simply put, are 
very confusing terms to those of us who are not familiar and 
who do not work within the pension industry. Therefore, I 
want to just briefly explain what these terms mean. 


A "pension plan" is an arrangement or contract to 
provide an individual or group of individuals with a life 
income or a pension benefit upon retirement. A pension 
benefit is the amount of the monthly, annual or periodic 
payment to an individual. We will talk about the value of a 
pension benefit. This is the amount of money needed at a 
particular time to provide the individual with the pension 
benefits promised at the normal retirement date as specified 
in the plan. 


"Vesting": Vesting in relation to a benefit under a 
pension plan means that an employee has earned the 
unalienable right to that benefit promised under the pension 
plan. When vesting occurs, the member's benefit is normally 
payable at a retirement date as is specified in the pension 
plan. 


"Locking in" means that the pension benefit or the 


value of the pension benefit cannot be withdrawn in cash, 
and the benefit or the funds must be used to provide the 
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individual with a life income. 


poortabibity One transiersrights”™-issthesability of 
an individual to transfer the value of the pension benefit 
from the employer's pension plan to another arrangement. 


Also we will be using, for simplicity's sake, terms 
such as "pre-reform benefits or service" and "post-reform 
benefits, service or membership." 


Simply put, "pre-reform benefits" means the accrued 
pension benefits with respect to employment earned prior to 
the date of proclamation and "post-reform benefits, service 
or membership” means the pension benefits, service or 
membership in respect of employment after a date of 
proclamation. 


A long time ago, as far back as in the mid-'70s, it 
was realized that the pension benefits legislation did not 
meet the objective for which it was originally intended, and 
there was a great demand for improved minimum standards. Of 
particular concern was the lengthy period of time for which 
an employee must wait before acquiring vesting rights. The 
current standard of age 45 with ten or more years of service 
meant that few terminating workers received vested benefits. 


Also, another concern was that for those workers who 
terminated and who did satisfy the conditions for vesting, 
the legislation did not provide portability or transfer 
rights. This debate for better pensions has raged over the 
past ten or twelve years ago and has resulted in improved 
legislation for Ontario workers. 


In Ontario there has been many studies including the 
Royal Commission on the Status of Pensions in Ontario, the 
Select Committtee on Pensions of the Ontario Legislature and 
Ontario Proposals for Pension Reform. There have been 
similar activities in other jurisdictions and in particular 
by the federal government. Most of the major studies in 
Canada focused on four or five key areas. The need for 
improved standards in these areas involved coverage. It was 
felt that not enough workers were covered by employment 
pension plans so that too many individuals ended up 
depending on social assistance programs. 


Inflation protection was another area. It was felt 
that pension plans needed to preserve in some manner the 
purchasing power of pensions which have been eroded by 
inflation. Vesting and portability -- and I did touch on 
that before -- it was that because of the increasing 
mobility of workers, there had to be improved standards so 
that workers who changed jobs will have accumulated pension 
benefits and must be able to transfer those pension benefits 
elsewhere. 
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Another matter to be considered was the effect of 
pensions on women. The legislation had to address the 
specific needs of women who were at that time becoming an 
increasingly significant proportion of the paid labour 
LOrce. 


While pension legislation enacted by the different 
governments across Canada began with essentially similar 
legislation, in time the legislation became non-uniform and 
for employees with pension plans in multiple jurisdictions 
and for the pension industry at large who had to operate 
from coast to coast, there was an outcry for uniform 
legislation across the land. 


As a result, the provinces and the federal government 
entered into negotiations and discussions to develop a set 
of uniform pension standards and this did result in the 
achievement of the majority consensus. The provisions of 
this majority consensus are included in the legislation 
which you are about to review. 


The term "majority consensus" is used because total 
and absolute uniformity could not be reached on each and 
every provision. Indeed, many of the pension reform 
initiatives in the legislation have been overwhelmingly 
endorsed by business, labour and employee groups. 


It should also be noted that during the negotiations 
and discussions to develop the Canada-wide consensus that 
each jurisdiction went into the discussions with a set of 
stated positions. For example, Ontario wanted mandatory 
inflation protection and vesting after five years of 
service. The final majority consensus provided vesting 
after two years of plan membership, no inflation protection 
and a minimum of 50 per cent of the cost of the pension 
promised to the worker to be borne by the employer. 


The federal government and the province of Alberta 
have already passed their respective legislations covering 
the majority consensus. Other provinces have, in part, 
passed some of the initiatives and others are in the 
preparatory stages of introducing their legislation. ~ 


A consultation draft of the proposed legislation was 
widely circulated in March, 1986, to the pension industry. 
We did receive hundreds of submissions after which a review 
was undertaken and revisions done to incorporate suggested 
technical changes. These changes did not affect the 
Majority consensus positions. 


You should also note that in the process of 
consultation in cooperation with the other provinces and the 
federal government, regulations have been prepared and a 
Circulation of the drafts been sent out in February for 
comments. 


Farr & Associates Reporting, Inc. 


And now, with that as background, I turn it over to 
Jerry Cooper who will take you through the majority 
consensus provisions. 


: Thank you, Gemma. Bill 170; as Gemma has 
indicated, was designed to incorporate the principles of the 
majority consensus reached by the regulatory officials. It 
was also designed to bring the Pension Benefits Act into 
line with requirements mandated by the Charter of Rights and 
the proclamation of the equality section, Section 15 of the 
Charter of Rights. 


In the package of materials that we have provided to 
you, in my portion I have done a summary, a paper, entitled 
"An Overview of Bill 170" where I go through the Bill and 
highlight various provisions. Also attached to that 
overview is a document that says, "Summary, the Pension 
Benefits Act, 1986," and this is a review of the Bill in 
bullet form where we just have basic principles set out. 
The asteriks beside a principle indicates that it is a 
consensus item. 


In the time we have this morning, I am not going to 
try to attempt to go through the Bill section by section. 
Gemma and I have been through that exercise; it would take 
the better part of the day. .What I do plan to do is go 
through this summary and bring to your attention the 
consensus items and changes in principles of administration 
and regulation that are reflected in Bill 1970. 


TE youschecks ing. thestable.of, contents. there are 5 
headings, and I will go through the Bill in these parts and 
mention a heading and then discuss certain provisions found 
ingthateparty Of thnesyB it. 


Skipping the Definition section, going to Application, 
as Gemma mentioned, this Bill binds the Crown as the current 
Pension Benefits Act binds the Crown. I believe Ontario is 
the only jurisdiction in Canada that makes similar 
requirements for both public sector and private sector 
pension plans. 


Registration and Administration: The Bill formalizes 
the registration process and establishes the requirement 
that each pension plan must have someone designated as an 
administrator and sets out responsibilities of that 
administrator. It also sets out in Section 10 of the Bill 
basic minimum issues that each pension plan must focus on, 
such as who is reSponsible for paying costs of 
administration, what the bench mark normal retirment date 
should be under the plan, the method of determining benefits 
and obligations under the plan, the method of calculating 
interest to be applied to member contributions under the 
plan. 
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Section 19 of the Bill is an important feature. 
Right now, as Gemma indicated, there are in excess of 10,000 
registered pension plans in Ontario. This Bill is going to 
require probably in excess of 99 per cent of them to make 
some amendment to bring itself into conformity with the 
requirements of pension reform. Section 19 mandates that 
plans have two years to make the necessary physical 
amendments to their plan. ~ 


In the case of collectively negotiated plans, there is 
a maximum of three years. The reason for that is that it 
was felt that collectively-bargained plans should not have 
to open up the collective agreement for the sake of making 
the physical amendments. However, the time period is only 
for making the amendment to the pension plan. When the Bill 
is proclaimed each plan administrator must administer the 
pension plan in accordance with the requirements of the Act 
and the Regulation, and this reflects a philosophical change 
taken in the Bill. 


The current Pension Benefits Act states that in order 
to be registered, a pension plan must have certain minimum 
contractual provisions. This Bill states that plan members 
have certain rights, obligations and entitlements provided 
by statute. So it is the statute that prevails whether the 
plan is in. conformity with the statute or not. 


The standard of care related to the administration of 
the pension fund and the pension plan is established. And 
also in Section 25 we reach the first consensus item which 
is the establishment of advisory committees for pension 
plans. A majority of members of pension plans may require 
the appointment of the advisory committees. These 
committees will have authority to monitor the plan, 
including the investment of the pension fund, and make 
recommendations. They will have access to all the 
information they need to perform this function. 


Part 4 of the Bill is entitled "Disclosure of 
Information" and Sections 26 to 31 are included in this 
part. The major changes here include the requirement that 
plan administrators notify plan members prior to the 
registration of any amendment which could potentially have 
an adverse effect on the accruel of pension benefits under a 
plan. 


Also under Disclosure, trade unions are entitled to 
access to information a plan member is entitled to, and 
spouses of plan members are also entitled to access whatever 
information a plan member would have access to. The reason 
for this is that pension plans, as you know, have now been 
made a family asset under the Family Law Act, 1986. 


Sections 32 to 35 of the Bill deal with membership. 
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There are two consensus items set out here. Currently the 
Pension Benefits Act is silent on eligibility for plan 
membership; it is left entirely to the plan. The Bill 170 
says that where there is a plan provided that each person 
who is a member of the class of employee for whom the plan 
is provided is entitled to membership in the plan after 24 
months of employment with the employer. So there is this 
maximum period for eligibility to membership in a plan. 


There is a similar provision for part-time members. 
They are entitled to membership in the plan after 24 months 
of continuous employment, but there is an earnings-related 
Criterion here. The earnings-related criterion is that in 
each of two years, the part-time member must have earned 35 
per cent of the year's maximum pensionable earnings, 
Y.M.P.E., which is established, I believe, under the Income 
taxsact, acuLKenely 35 peg cent OL the Y:M.P.E.° “I think for 
1987 it is $9,060. An employer would be permitted to 
maintain separate plans for full-time members and part-time 
members but the plans must be reasonably equivalent. 


Retirement and Vesting: Again Section 36 to 39 here, 
the key provision here is the change from minimum forty-five 
and ten vesting, page 45, with ten years of service, to two 
year vesting, two years of membership in the plan for 
vesting of all post-reform service and, in this case, I 
believe the proposal would be for all service relating to 
the period after January 1, 1987. 


I will get into timing of implementation at the end of 
my discussion because the Bill was drafted with the hope for 
January 1, 1987, effective date. It is now past that point 
of time and dates within the Bill will have to be changed. 


Benefits, Sections 40 to a 55, which is the real 
substantive part of the Bill. 


Section 40. This section provides that an employer 
must fund at least 50 per cent of the post-reform benefit 
earned by a terminating member. For example, on termination 
of employment, a member who is entitled to a deferred 
pension would have the value of that pension calculated, and 
if it turns out that member contributions for the provision 
of that benefit were in excess of 50 per cent of the value 
of the benefit, the member would be entitled to the excess 
between 50 per cent and whatever percentage he or she paid 
into the plan. 


Section 42 establishes an early retirement option for 
all persons who terminate on or after the proclamation date. 
If that person is vested or entitled to a benefit, that 
person may opt to choose to receive a pension at any time 
within ten years of the normal retirement date established 
under the plan for receipt of a pension. That benefit, of 
course, would be actuarially reduced, but it is the right to 
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receive something. The normal retirement date under a plan 
is 65. The terminating member could choose to receive a 
benefit at the age of 65. 


Section 43 deals with transfer rights on termination. 
A person who is eligible under this section may apply to 
have the value of his or her pension benefit transferred to 
another pension plan where the administrator of the other 
pension plan will accept the transfer or into what we call a 
"prescribed retirement savings arrangement." Right now that 
would something similar to a locked-in RRSP. 


The pension plan regulators in Canada are working with 
the industry to have a specific vehicle established to 
receive pension benefit values so there will not be any 
confusion between RRSP's and this other type of retirement 
savings arrangement. And this other type of savings 
arrangement would have all the special features that are now 
mandated for pension plans. 


The ability to transfer the value of your pension will 
be subject to certain restrictions that will be established 
by a regulation and will relate to the solvency of the plan. 
The draft Regulation states that in any event a member 
should be able to have all moneys transferred out within 
five years of the date of termination. 


Also, the right to transfer out of the plan will not 
apply to persons who are. eligible to receive a pension under 
the plan, and those would be persons who are entitled to 
retire under the plan or who would be within ten years of 
the normal retirement date established under the plan. 

Again this is a consensus item. 


Section 45 of the Bill establishes a consensus item 
of mandatory joint and survivor benefits. This means that 
where a pension is payable to a member who has a spouse at 
the time payment of the pension commences, that pension must 
take the form of a joint and survivor pension unless the 
parties, both parties -- the member and his or her spouse -- 
opt otherwise. 


The joint and survivor pension means a pension is 
payable during the joint lives of a member and his or her 
Spouse and reduces to no less than 60 per cent on first 
death. For example, if under a pension plan a member was 
entitled to $1,000 a month -- and I am going to give you 
some figures and they are accurate figures -- if a member 
was entitled to a pension of $1,000 a month, the joint and 
Survivor requirement could mandate that the initial pension 
payable to the member would be $850 with a survivor 
component of $550 when the member dies. And that will be 


the form the pension has to take unless the parties opt 
otherwise. 
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Section 48 establishes the consensus item that 
remarriage, the remarriage of a person who is receiving a 
Survivor benefit under a pension plan does not result in the 
termination of that pension. And again a consensus item. 
Some plans do provide that remarriage of a surviving spouse 
results in cancellation of benefits. 


Section 49 of the Bill establishes the consensus item 
of a pre-retirment death benefit. This benefit will relate 
to post-reform service and establishes that a person who is 
a member of a plan and who dies before receiving a pension 
will be entitled to a minimum benefit for post-reform 
service. The benefit will be payable to the spouse. If 
there is no spouse, the member will be able to select a 
beneficiary, and if there is no spouse, no beneficiary, then 
the money would go to the estate of the deceased member. 


Sect10n o2nis DLOUGNt, In Lo; rel lect «the tact. that 
pension benefits are now family assets under the Family Law 
Act and could conceivably be subject to court orders 
requiring a split in benefits. The philosophy of Section 52 
is that pensions should be retained as pensions; they should 
be income in retirment. And what Section 52 proposes is 
that if it is absolutely necessary to require the split of 
an individual's pension, then payments out of the plan will 
not commence until the member is actually receiving the 
-pension or has reached normal retirement date under the 
plan. It is an attempt to preserve pensions for income and 
retirement. 


Section 53 is a charter-related provision which would 
prohibit discrimination on the basis of sex. It would 
mandate equality in benefits to persons of different sex who 
are retiring at the same period of time in similar 
circumstances. The administrator would no longer be able to 
reduce the pension benefits payable to a female member on 
the basis that the actuarial tables indicate that women 
could live longer than men. 


Section 54 of the Bill -- and I guess I will mention 
that I think during the course of the hearings you are going 
to be hearing a lot about this provision -- would prohibit 


discrimination on the basis of marital status. This is a 
provision -- again, we think a charter-driven provision -- 
which would mandate equality in the value of pension 
benefits between persons who have a spouse and those who do 
not. 


It would only affect those pension plans which have a 
joint and survivor benefit, as what is called the normal 
form of benefit where there is an automatic survivor option. 
That means that the value of the benefit which a person who 
has a spouse is entitled to on termination would be greater 
than the value of the benefit of a single person. This 
provision has stirred a lot of controversy and you will be 
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hearing about it. 


Section 55 of the Bill relates to establishing a 
formula on how pension plans which have offsets or are 
integrated with the Canada Pension Plan or the Quebec 
Pension Plan or the Old Age Security Act are to calculate 
how the offset or deduction is to be made. 


Contributions: Sections 56 to 63 here. A key 
element here is a requirement on the plan administrator or 
any person who is receiving moneys which are payable into 
the pension fund to notify the Pension Commission if those 
moneys are not coming in when they are supposed to. Draft 
regulations also propose that plan sponsors are required to 
put moneys into a pension plan on a monthly basis as opposed 
to the current annual basis. So this is put in to help the 
plan members as well as the Commission monitor whether 
required contributions are coming into the plan as they are 
supposed to. 


Section 59 establishes the consensus item that all 
member contributions will be credited with interest, and 
there has already been a regulation or there will be a 
regulation proposed under the existing Pension Benefits Act 
to establish a minimum rate of interest for the 1987 fiscal 
year. 


Locking In: Sections 64 to 68. This is basically a 
reiteration of provisions currently found in the Pension 
Benefits Act. Once you are vested, or at least statute 
vested, your contributions are locked in. Plans which 
provide for vesting earlier than the statutory minimum may 
require that member contributions be locked in at the time 
they are vested or may state that contributions are not 
locked in until the member is statute vested. 


The protection that is currently given to moneys in 
pension plans in that they are not subject to attachement or 
garnishment or any other type of execution except for the 
enforcement of an order of support under the Family Law Act, 
is continued and also will apply to those vehicles to which 
a member may have transferred his or her interest in a 
pension plan. 


Winding up: Section 69 to 78. Most of the material 
in here is administrative. The notice requirements that 
must be followed where there is a voluntary windup of a plan 
is new. There is more specifics on those circumstances 
where the Superintendent may order a plan wound up, and 
there are increased disclosure provisions related to plan 
windups that are set out in the Regulation. 


The existing Act sets out that certain members who are 


involved in a plan windup are entitled to special 
provisions, and those persons are those who are statute 
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vested -- forty-five and ten. The philosophy behind this is 
that older, longer-service employees may have a more 
difficult time in finding subsequent employment and the 
provision, which is Section 75 of Bill 170, provides certain 
enhanced features on a windup. But we are going away from 
forty-five and ten, which is age-related and may contravene 
the Charter to a magic number of 55 and that 55 would be 
composed of a combination of age and years of employment. 


Surplus: Sections 79 and 80. This is a codification 
of the existing Pension Commission policy related to surplus 
reversion either in an ongoing situation or on plan windup. 
As I indicated before, pension plans will now have to 
address certain minimum subjects in the plan and treatment 
oe aay in an ongoing situation and on windup will be one 
of them. 


The Section 80 does provide that if after January l, 
1989, a pension plan does not specifically provide for 
Surplus reversion to an employer in an ongoing situation, 
the Commission will not consent to any surplus that has 
accrued after January 1, 1987. 


It also states that if after January 1, 1989, a 
pension plan does not specifically provide for reversion of 
surplus to an employer on wind up, the surplus must be 
distributed among plan beneficiaries. 


Sales, Transfers and New Plans: Sections 81 and 82. 
This is a new feature of pension legislation.. The existing 
Act and Regulations are, I think, silent on how transfers of 
funds between plans where there is either a sale or merger 
of a business or even the transfer between plans where there 
is an original plan and a successor plan is to take place. 


The commission is currently working out proposals 
which will be circulated for public comment on how transfers 
between funds will be regulated. These provisions will give 
the Superintendent and the Commission the control over 
transfers between funds to make sure that where a transfer 
does take place, the rights and benefits of those persons 
affected by the transfer are retained. 


The Pension Benefit Guaranty Fund: Sections 83 to 8/7. 
Gemma mentioned before the purpose of the fund. The change 
here is that the Guaranty Fund currently provides protection 
for plan members who are forty-five and ten. It is being 
changed to a phased-in approach with the magic number of 50, 
resulting in partial coverage up to full coverage at a magic 
number of 59, and the number is comprised of a combination 
of age and service. 


Getting into the administrative details, Section 88 


of Bill 170 I think is a very imporant administrative change 
which relates to the regulation of pension plans. Section 
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88 provides authority for the Superintendent to make orders 
related to a pension plan not only where something is 
happening that may contravene what is required by the Act or 
the Regulations, but also where there are allegations that 
the plan is not being administered in accordance with the 
terms of the actual pension plan itself. 


Right now the legal authority of the Commission is 
limited to situations which are covered by legislation. 
There are a number of complaints that come in relating to 
the administration of a pension plan. This gives the 
Superintendent some authority to step in and investigate and 
make an order related to the administration of the pension 
plan and all orders or proposals for orders made by the 
Superintendent are subject to full-scale hearings before 
panels of the Pension Commission. 


The hearing and appeal section is found in Sections 
90 and 91. Where a person who is served with an order from 
the Superintendent on any of the issues that the 
Superintendent may make an order on, wants to appeal there 
Will be a full-scale hearing in accordance with the 
Statutory Powers Procedure Act before the Commission. 


The rest of the Bill is fairly general. It reflects 
what is currently in the legislation. Sections 107 to 109 
set out powers of inspection -- powers of entry and 
inspection. They are fairly lengthy sections. Right now 
the Pension Benefits Act-.says that the Superintendent. may 
inspect. Well, with the adoption of the Charter of Rights, 
the Ministry of the Attorney General embarked on a program 
to develop, to codify, the policy that should be adopted 
with respect to a regulatory power of entry and inspection. 


The provisions here state under what circumstances an 
entry and inspection may be made. Those circumstances where 
a person who wants to make an inspection has to obtain an 
inspection order from a Justice of the Peace similar to a 
Warrant, and I think it tries to achieve a balance between 
the need of the regulatory authority to know and the rights 
of the individual being regulated to his or her privacy. 


Otherwise, I think that summary is the Bill. With 
respect to timing, I said there are a lot of revisions to 
January 1, 1987 or December 31, 1986. 


The Pension Commission has issued a release which sets 
out how it would recommend the Bill be implemented; that is 
part of your package. There have already been regulations 
passed related to disclosure. As I said before, something 
will be coming on minimum interest and the surplus 
moratorium has been established by regulation. 


That is it, and I would be pleased to try to answer 
any questions you might have. 
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Mr. Chairman: Thank you. Mr. McClellan? 


Mr. McClellan: Thank you, Mr. Chairman. I actually 
have three or four questions to raise at this time. I will 
try not to take very much time. Firstly -- there seems to 
be an echo in here -- firstly, I think it was Mrs. Salamat 
who mentioned the amount of moneys in registered pension 
funds in Ontario at about $60 billion? 


Ms. Salamat: Yes. 


Mr. McClellan: What is the amount of money in 
so-called surplus accounts in Ontario? 


Ms. Salamat: We do not keep that statistic. 
MraeMcClelilans. 2am sorry? 


Ms. Salamat: At the present time, there is no record 
of surpluses in pension plans in Ontario. 


Mr. McClellan: Are you not required to calculate the 
value of assets of each registered pension fund and record 
that value over and against the value of the liabilities of 
that pension fund? 


: Ms. Salamat: Okay. At each valuation, an actuarial 
report is filed and, yes, that report shows assets and : 
liabilities. And if there is a surplus in the plan it will 
be shown on the balance sheet. However -- 


Mr. McClellan: Soubhatazintormationeis,ins fact 
available and what you are saying is you are not prepared 
and have not been prepared over a long period of time to 
make that information public? 


: The problem is, certainly the information 
is availble; we would have to do it manually. One of the 
things that we are doing at this point in time is 
computerizing the Commission, and that type of information 
will be far more readily available when it is done. But 
instantly, now, the answer to your question is we are not 
trying to hide anything. It is just to perform that 
function. It is there and we would have to do it manually 
and do a search manually. 


Mr. McClellan: You have been asked, Mr. Kruger, 
innumerable times over the last, I think three years -- 
certainly the last two years -- to provide that information 
and you have refused, the Commission has refused. I do not 
know how to interpret that. 


: Well, sir, let me tell you, from my 
knowledge from the time that I have been in the Commission, 


Farr & Associates Reporting, Inc. 


G-14 


there was a request that came forward and it was asked: Of 
all of the plans, what was the suplus that the Commission 
did in fact give out or did approve? And we did provide 
that to the Legislature just, as a matter of fact -- 


Mr, McClellan: Yes; yes. But you have refused to 
provide the information about the amount that is sitting in 


so-called "surplus" accounts. 


Mr. Kruger: With due respect, sir, I do not think it 
is any desire to withhold the information. It is just a 
matter of gathering it. You must understand that the 
Pension Commission has not been computerized. We do not 
have that; we would have had to do it manually. It did not 
have enough staff. We are in the process, with the support 
of the Minister and the government, of improving that. I 
think the explanation is as simple as that. There are no 
devils in this. 


Mr. McClellan: Well, why can you not do it manually 
Since it is such a crucial -issue? 


¢: It would take time. It would time take 
to do it. It is far more expedient to have the thing 
computerized so you can push it out at any point in time. 
It is an interesting piece of information; I share the need 
. to know that and we are working towards that. . 


Mr. McClellan: And when will we have that 


information? 


: When we get it computerized. We are just 
in the stage of just bringing in the equipment. The only 
other way we can get it is we would have to go and do a 
Manual search. And even then, sometimes the information -- 
and this is another problem -- tends to be stale-dated 
because we are getting it off the actuarial -- Like, there 
is a triennial review, and we would be hoping to get to the 
point where we would know this on an annual basis. 


Mr. McClellan: And there are how many plans, 
registered plans, that would have to be manually examined? 


Ms. Salamat: Well, there are ten and-a-half thousand 
pension plans, some of which are money-purchase plans which 
will not really have a surplus position. 


Mr. McClellan: Right. So we are talking about 
defined benefit plans. 


: There are in excess of five thousand 
defined benefit plans. 


: . SO somebody would have to read through 
the actuarial statements of five thousand documents and 


Farr & Associates Reporting, Inc. 


G=2 


obtain that information, and that is such an insuperable 
task that the Pension Commission has not been able to 
provide this information to members of the Legislative 
Assembly who have asked for this in aid of their 
responsibilities under this legislation? 


2 WitCvissnot.astask if -you®havesgotmthe 
resources available to be able to do that in accordance with 
the other work. The resources have just not been there, 
Sit. 


Mr. McClellan: Mr. Chairman, I do not find this an 
acceptable situation. We are being asked to deal with the 
issue of inflation protection, the issue of the so-called 
"surplus" pension funds, actuarially surplus funds, in 
legislation that is before us. We are about to hold 
hearings and the Pension Commission once again is quite 
Simply refusing to provide information about the amount of 
money in these funds. At some point the Committee, I think, 
is going to have to deal with this problem. I promised not 
to take very much time and I will just ask a number of other 
quick questions, if I may. 


Mr. Cooper, you joined the -- What is your position 
with the Commission? 


Mr. Cooper: I am right. now seconded to the 
Commission. . 


Mr. McClellan: From? Where were you before? 
: I was with the Ministry of Consumer 


Relations and I have provided advice to the Pension 
Commission. 


Mie NcClel Ven: ounces 
Mra=Cooper:. 170s. 

Mr. McClellan: Since the 1970s? 
Mr Coopers anyes. 


Mr. McClellan: And Mrs. Salamat, you became 
Superintendent when? 


Ms, Salamat: 1983. 

Mr. McClellan: I assume then both of you are familiar 
with the policy document of the previous government, 
"Ontario Proposals for Pension Reform"? 


Ms. Salamat: Yes. 
Mr. McClellan: Yes. Were you asked to participate in 
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the work in the development of the pension policy proposals 
of the previous government that are set out in the April, 
1984, document, "Ontario Proposals for Pension Reform"? 
Mrs. Salamat? 


Ms. Salamat: I worked very closely with Treasury on 
gree c 


Mr. McClellan: And Mr. Cooper? 


Mr. Cooper: I did not participate in the development 
of the policy but I was apprised of what was happening. 


Mr. McClellan: I raise this because in your 
presentation, which I thought was a little bit political, 
you indicated that the legislation and the policy of the 
Ontario government was based almost of necessity on the 
majority consensus. 


Mr. Cooper: I did not say "of necessity," sir. I 
said it was based on the majority consensus. 


os RiGhG. “L JUSt wanted EOstry= to gec=-an 
understanding of the policy of the previous government as 
set out in this document called for mandatory inflation 
protection; is that correct, Mrs. Salamat? 


: Yes. And I did indicate that Ontario 
went in with stated positions and inflation protection was 
one of the positions it went in with. 


Mr. McClellan: So that until the change of 
government, at least it was government policy in this 
province that it would be mandatory inflation protection for 
defined benefit plans? 


Hon. Mr. Kwinter: If I could respond to that. 
Mr. McClellan: I have not finished my -- 
Hon. Mr. Kwinter: When that paper was -- 
Mr. McLellan: You can respond when I ask you. 


Hon, Mr. Kwinter: You are asking someone there what 
government policy is. I do not think they are in a 
position; I am in a position to tell you what government 
policy is. 


Mr. McClellan: No, no, but you have not let me finish 
my sentence so you do not know what the question was. The 
question was, was it the policy of the previous 
government -- I do have a sentence if I can finish my 
sentence -- Was it the policy of the previous government, as 
set out, as I understand it, in this document and in the 
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policy statements of the previous Treasurer, Mr. Grossman, 
that there would be mandatory inflation protection of a 
partial nature for defined benefits plans? 


Mr. Kruger: That was a White Paper. That was a 
proposal and I can bring you up to date. I have just come 
from a meeting of what is called CAPSA, the regulatory 
authorities across Canada, and I can tell you that is the 
one part, inflation protection, with the exception of 
Manitoba, and that they are pretty well unanimous against 
having it included within their plans. Manitoba is 
considering it. 


Mr. McClellan: I understand that, but my question 
was, was it the policy of the Conservative government when 
Mr. Grossman was Treasurer and the Minister responsible for 
pension policy as at that time the Treasurer was, was it. the 
policy of the Ontario government when Mr. Grossman was 
Treasurer that there would be partial mandatory inflation 
protection for defined contributions? 


Mr. Cooper: I cannot answer what the policy of the 
previous government was, but I can tell you that that paper 
I believe was issued in April. And then later in December, 
I believe of 1985, the Treasurer indicated that -- 


Hon. Mr. Kwinter: December of '84. 


. : -- December of '84 the Treasurer 
indicated that a consensus had been reached and that Ontario 
would draft legislation according to the consensus items. 


Mr. McClellan: He did not indicate -- as I have seen 
documents that suggest that he did indicate -- that he 
intended to proceed unilaterally? 


Ms. Salamat: -- to pursue it. 


Mr. McClellan: I am sorry, Mrs. Salamat? Mr. 
Minister, maybe you can take that. 


Mr. McClellan: Well, I think Mrs. Salamat was about 
to say that the Treasurer indicated that he intended to 
pursue it. 


Mrs. Salamat: No. 
Mr. McClellan: That is what she said. 
: Are you looking for information or 
not? I will tell you what the situation was. I said it in 


the House and you should know it. 


Mr. McClellan: I am asking about the policy of the 
previous government -- 
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Hon. Mr. Kwinter: I am going to tell you about the 
policy of the previous government. 


Mr. McClellan: -- when Mrs. Salamat was the 
Superintendent of Pensions. 


Hon. Mr. Kwinter: How do I know? I can read. I know 
what went on. ? 


Mr. McClellan: Those are the people involved. 


Hon. Mr. Kwinters: We are talking about government 
policy and there is a political implication here and I think 
it is important that you know it. That in that paper, the 
Treasurer of the day, the Honourable Larry Grossman, stated 
that it was the policy of his government to bring forward 
mandatory inflation protection pegged to 60 per cent of the 
CDin 


That was his policy; he stated that was what he was 
going to to do. Subsequent to that policy and subsequent to 
this government taking power, he backed off. And he said 
publicly that even though he wanted to do it, he had had 
representations from industry and other jurisdictions and 
because of that he was not going to proceed. 


So it was not as if this government changed the 
policy. That government decided that even though they would 
like to have done it, they could not. They backed off and 
he publicly stated in January of '85 that his government 
would not be pursuing mandatory inflation protection. 


Now, those are the facts and it has nothing to do with 
me or anything else. Those are the facts as to what had 
happened. 


Mr. McClellan: Well, those are -- Perhaps at some 
point in the proceedings somebody from the Conservative side 
of the table can shed some further light on that because 
T[ -= 


Mr. Bernier: I do not think that has anything to do 
with the Bill that is before us today. 


Mr. McClellan: Sure it does. We are talking about -- 
Mr. Bernier: It should be Bill 170. 


Mr. McLellan: Yes. We are talking about mandatory 
inflation protection and whether it should be part of the 
Bill or not. It used to be the position of the Conservative 
Party athat. theres should be inflation» provrection to a level 
of 60 per cent, and I am trying to understand what the 
status of that was from the officials who were advising the 
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government of the day. 


Mr. Bernier: Well, you have a new government; you 
have a new Minister, new policies. 


Mr. McClellan: Well, I assume your policies do not 
change; I am sure there is consistency there. 


2 BIteht wilde betorthelp,i1 caniteliwyou 
that today there is absolutely no consensus across this 
country on this point in Ontario through the Minister's 
statement is the only jurisdiction that said we will have 
inflation protection in some form. In fact, if there was 
one thing where I was bitterly criticized as a 
respresentative of Ontario is for us to have the temerity to 
put forward such an item when it was absolutely opposed to 
the point I was dressed down by a member of the Legislature 
of Alberta. I was not quite called "stupid" but I was in no 
uncertain terms told that they will never have it. 


Mr. McClellan: Which leads me to my next question 
which is also to Mr. Kruger. You have been quoted in I 
think in today's Globe and again on March 14th in the 
Toronto Star as indicating that you believe that -- I just 
wanted to find the quote in the Star -- that you believe 
that pension benefits are a form of deferred wages as a 
matter .of principle. 


I think you are quoted as saying the same’thing in the 
Globe and I wanted to have a clarification either from 
yourself or from the Minister as to whether or not that is a 
statement of government policy and if we could have a clear 
statement with respect to that issue as to whether or not 
pensions represent deferred wages. 


Hon. Mr. Kwinter: I am quite happy to tell you that. 
In my opinion, pensions do represent deferred compensation. 
Having said that, I think you should be aware that there is 
certainly a difference of opinion out in the real world. 
Some people think that it is fringe benefits and some people 
think it is deferred compensation. I think it is -- 


Mr. McClellan: You think it is deferred compensation? 


Hon, Mr. Kwinter: I think it is deferred compen- 
sation. 


Mr. Kruger: And further to that, that is exactly what 
I was trying to say in those quotes. There are two sides to 
the story and I was echoing within those quotes just exactly 
what the Minister has just stated. 


Mr. McClellan: Just for the record, it was also the 


policy of the previous government as set out in the pension 
document of April, 1984, and I am quoting, "pensions are 
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deferred compensation." 


I think that is helpful to have a clear statement of 
that principle because I think from that flow a number of 
logical consequences as we move through the detail of this 
particular Ball: 


I have only one final question, Mr. Chairman. I was 
wondering if we could have a little bit more information 
about implementation dates. I know Mr. Cooper made 
reference to a summary document, but if you could tell me 
where some of the more important implementation dates will 
trigger in. I would assume that you will want to make many 
features of the Bill retroactive. I would hope you would 
make them retroactive. 


: If I can be of some help, I think in your 
package is a statement that has gone out from the Pension 
Commission: "Retroactivity and the New Pension Benefits 
Act," which spells out in detail those things that would 
be -- I think it should be in your package. 


Ms. Salamat: If it is not, I. will get copies. 
Mr. McClellan: It is not in mine. 
Ms. Salamat: Ts4it there? 


: It should be there, and that spells out 
the things that we have already made retroactive which is in 
accordance with the statement of the Minister in the House 
and we followed up immediately on that. And they are 
retroactive; those things that are indicated are retroactive 
as of January lst, 1987. These are the ones that could be 
retroactive without the necessity of having to have the Act 
passed. That is what we looked at. 


We do have a difficulty with regard to the Act. Once 
it is passed, there are administrative problems regarding 
when the effective proclamation date should be there, and I 
think there is a consensus within the industry that they 
would prefer a proclamation date of the lst of January, 
1988, to give them time because there are a lot of 
regulations that are now coming forward. We are working on 
those regulations. We are working on the investment regs as 
well to make them consistent with the Act. That is the 
consensus that is in the -- I imagine it will be up to the 
Legislature to decide what that date is. 


Mr. McClellan: What about Section 75 which impacts on 


the Goodyear workers? Is there a retroactive provision 
contemplated for that Section? 


Farr & Associates Reporting, Inc. 


G=Z1 


Mr. McClellan: Not at this time? 
Mr. Cooper: It is not in the Bill. 
Mr. Kruger: No. We would need the power of the Bill 


Mr. McClellan: Yes. Thank you, Mr. Chairman. 
Mr. Chairman: Mr. Lane? 


Mr. Lane: Thank you, Mr. Chairman. To follow Mr. 
Cooper through the presentation, there were just two or 
three things that I was not quite clear on and I am sure 
there will be many more as we go along. 


On the first page under Registration and 
Administration, you are talking about administration cost 
and surplus treatment. What did you mean by "surplus 
treatment"? 


Mr. Cooper: It would be entitlement or whether or not 
a sponsor could request reversion of surplus in an on-going 
plant, treatment of surplus, what happens to the Surplus on 
plan wind-up, and it would also apply to the utilization of 
the so-called "contribution holidays" by planned sponsors, 
the utilization of plan sponsors to use surplus to offset 
other. costs that may be required either by the employer or 
by the employee. 


Mr. Lane: I guess I am confused as to what surplus 
is 


Mr. Cooper: I am sorry. The surplus is where the 
assets of the plan exceed the liabilities of the plan. 


Mr. Lane: Okay. On page 3, Contributions, you talk 
about the authority to prescribe minimum interest rates to 
be applied to contributions. Now, will the minimum rate 
always apply or will there be a fluctuating rate of interest 
at the time it was offered? 


Mr. Cooper: There will be a minimum rate established 
although it may not necessarily be a fixed rate. I believe 
the draft regulations set out either a proposed fixed rate 
for a specific year or in certain types of plans there may 
be a fund rate. But it is a minimum rate and plans 
certainly can provide more than the minimum. The purpose is 
to ensure that member contributions receive an increase that 
reflects market or experience. 


Mr. Kruger: It is the intent of the Commission to 
review it annually. 


Mr. Lane: So the minimum changes from year to year or 
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could change from year to year? 


Mr. Cooper: Absolutely. 
Mr. Lane: It still could fluctuate in any given year? 


Mr. Cooper: Absolutely. That is the intention. 


Mr. Lane: Thank you. Getting back to Mrs. Salamat, 
in the statistics you were giving us I was a little bit slow 
there. You mentioned that Ontario was the first in Canada 
to have a Pension Commission, 196- ..? 


Ms. salamat; —-— 65. 


Mr, Lane: -- 65. And I think you mentioned the 
total volume of money was about $160 billion? 


Ms. Salamat: Yes. There is 60 billion in Ontario 
plans assets. 


Mr. Lane: 60 billion. 


Ms. Salamat: 60 billion. In Canada, it is about 175 
billion and that includes amounts in government consolidated 
funds for its public servants. 


Mr. Lane: And did you mention how many people or how 
many pensions are involved? Did you give us that statistic? 


Ms. Salamat: Ten and-a-half thousand pension plans 
and approximately two million Ontario workers. 


Mr. Kruger: And that is approximately 70 per cent -- 
some 70 per cent of the pension plans in Canada. 


Mr. Lane: Thank you very much. Thank you, Mr. 
Chairman. 


Mr. Chairman: Mr. Bernier? 


Mr. Bernier: Thank you, Mr. Chairman. Mr. Chairman, 
through you to the Minister, may I express my thanks to the 
members of the staff in the Commission for going through the 
Bill so carefully and, I think, enlightening all of us as to 

the changes and reforms that you are proposing. 


I have to admit to you, going through the Bill, I was 
somewhat concerned about the cost of the administration. I 
wonder if you would just give me a full picture of the 
Commission. What is the size of the Commission now? What 
is your administration budget? How many employees do you 
have? What do you see happening after this Bill is in 
place? What will it swell to? because I see police 
officers and inspectors running around the province, and I 
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am just concerned. 


Mr. Kruger: The mandate that I have is to get in and 
to do some reorganization there so that the Commission will 
be in a position to administer properly this Act. 


We presently have permanent staff, some 66 permanent 
staff. We have some contract staff of about 25. We are, as 
I said before, on the computerization. The Commission is 
bringing in word processors; it is bringing in computers and 
things of that type. 


Our budget will increase to a maximum of $5 million 
for the administration of it, and this will cover all 
aspects. It may be of interest to the members of this 
committee to know that the Pension Commission never had its 
own actuary, that we never had our own lawyer. We are going 
to get those people. 


Under the Act there is a provision that there be a 
plan auditor so that we will not be subject to the same 
thing that the federal government was with Mr. Dye, who 
brought in that the plans were not being looked at. So we 
are bringing in a plan auditor. 


We are certainly bringing in an investment analyst. 
We will have research staff because this Pension Commission 
-has- got Jto. start, to live in the future. We have very 
concerned about demographics; we are concerned also about a 
lot-of things. 


When these regulations come in, some of our concerns 
are the actuarial standings, for example. You have only got 
to shave the standards by half a percentage point on your 
estimate of what the yield will be, and that could be the 
difference between a surplus and a defecit. So we will be 
monitoring these plans much more closely than in the past. 


Mrs. Salamat is now the Director of Pension Plans. As 
has been stated by Mr. Cooper, he is on loan; we are going 
to get our own solicitor. We have got to be concerned not 
only in these regulations. We have got to be concerned On 
corporate manoeuvres as well. So we are going to be 
monitoring quite a few things which heretofore probably were 
not as necessary because they did not have the same 
visibility nor the same concern. There is a public 
consciousness about these plans. 


We have also brought in another group that we are just 
hiring in that do indeed know about computers. Thissis ene 
type of situation that lends itself to computerization where 
the day is going to come where instead of exchanging 
documents we will exchange computer tapes with actuarial 
firms. 
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So we are modernizing, becoming very aggressive, and 
we have got to be in order to administer this in accordance 
with the responsibilities under the Act. And we have had 
excellent support from the government and particularly from 
the Minister in this regard. 


Mr. Bernier: You have a staff or 66? 
Mr. Kruger: That is right. Permanent. 


Mr. Bernier: Do see that doubling in the next two or 
three years? 


Mr. Kruger: No; no. Our hope is that with 
computerization and with the other administrative changes 
that we are bringing into the Commission, I would hope that 
we would not -- well, our present thinking is that the 
maximum that I could see is perhaps 90 staff. I doubt that 
we will get to that number, but we are being very cautious 
in keeping with the need to be concerned about money and the 
staff that I mentioned who are contract will be analyzing 
how many of them should be turned into permanent. I do not 
expect they will though. 


Mr. Bernier: The $5 million annual administration 
budget, that is totally borne by the consolidated revenue 
fund?:. There is no charge to the -= : 


Mr. Kruger: There is a fee that has got ‘to be paid by 
each plan that is registered, and we are reviewing those 
fees annually. I think it is /totally unrealistic to expect 
that the amount of revenue to be gained from the 
registration fees should cover the entire cost of the 
Commission. You cannot run a commission of this type which 
also has a social purpose on a zero-based budget. You just 
cannot do that. 


Our percentage is now around 45 per cent -- something 
like that -- of our costs are covered, but that has got to 
be a secondary consideration because more importantly are 
the needs that the Commission has to administer this Act. 
But we are there; we are constantly reviewing that as well. 
So wherever we can get revenue from, sir, I can assure you 
we go after it. 


Mr. Bernier: Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Lupusella? 

Mr. Lupusella: Thank you, Mr. Chairman. First of all 
I would like to compliment the Minister for the introduction 
Of Bili-i70.* sl think?) thatethis Biliewil beso “great: value 


in covering benefits for a lot of people across the province 
Of Ontario. 
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And for the Commission I have a simple question. 
Reading the compendium material of the Pension Commission of 
Ontario, page 19 -- No. Page 22; I am sorry -- and it is 
Section 19, subsection (v) or 5. You are talking about a 
lump sum payment in relation to a person that would like to 
retire before or earlier than the ten-years prior to 
obtaining the normal retirement. And, of course, if the 
person or the application for such request will take place 
before, he can request a lump sum; am I correct? 


Mr. Cooper: I am sorry, Mr. Lupusella; I am not 
sure -- 


Mr. Lupusella: Page 22. 

Mi S@COODCT was 6m te Ulett he bails ¢ 

Mr. Lupusella: No. No. Not of the Bill. 
Mr. Cooper: Which? 

Mr. Kruger: It is the Regulations, I think. 


Mr. Cooper: Is that a compendium? 
Mr. Lupusella: The draft Bill. 
Mr.-Cooper: The draft regulations? 


Mr. Lupusella: Yes; the draft regulations. 
MrzsCooper: Okay. This 1s —— 


Mr. Lupusella: Yes; that is the one. And it is page 
ioe 


Mr. Cooper: Okay. The lump sum payment where a 
person who would otherwise be locked in has a mental or 
physical disability that could shorten life expectancy. 


Mr. Lupusella: Exactly. 


; Yes. The purpose of that Section 19 of 
the consultation draft of proposed regulations establishes 
certain minimum features for the transfer vehicle where 
money has been transferred from a pension plan fund to a 
type of RRSP arrangement, and it, of course, would be 
ordinarily locked in and must be utilized only for income in 
retirement. However, this provision states that the 
contract may provide that if a person who would ordinarily 
be entitled to the benefit has a mental or physical 
disability that could shorten life expectancy, the 
locking-in feature would no longer apply and he would get 
the lump sum. 
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: And that is where the question will 
arise that he can apply ten years prior to obtaining the 
normal retirement date and that the lump sum is going to be 
based on a particular formula which is promulgated by the 
Canadian Institute of Actuaries. 


Now, I have two questions that I would like to ask. 
How much the individual is going to lose as a result of the 
application of this particular clause. And the other 
question is, why the ten-years factor is applied, and, for 
example, it cannot be shortened less than ten years, for 
example, nine years, eight years. What is the basis for 
choosing the ten-years period rather than nine or eight 
years? 


Mr. Cooper: Sir, I will answer the last question. I 
will leave Mrs. Salamat to talk about the actuarial 
question. But the basis for the ten-year period it means 
that where moneys have been transferred from a pension plan 
to this RRSP-type vehicle, that benefits cannot commence to 
be paid as a pension earlier than ten years prior to the 
normal retirement date under the plan. 


This is in keeping with the philosophy in Section 42 
of the Bill which says that if you are employed you can 
terminate employment and receive a pension at any time 
within ten years of your normal retirement date of the plan. 
We are taking that feature from Section 42 and applying it 
to the transfer vehicle. It says no earlier than ten years. 
So it could be at any time within that ten-year period. If 
the normal retirment date was 65, the person could receive 
payments any time from 55 onwards. 


Mr. Lupusella: Can I have a short supplementary on 
that? What about if the tenure of the employment is not ten 
years but is nine years? Is that person excluded from 
applvingsto receive —— 


: No. It does not relate to tenure of 
employment. It relates solely to age. 


Mr. Lupusella: Age. 
Mr. Cooper: Right. 


: And in relation to the second question 
which is when the lump sum formula is applied, how much the 
individual is going to lose because of this particular 
clause which is giving him the opportunity to apply for that 
lump sum ten years prior to the regular age of retirement? 


Ms. Salamat: There is no loss to the member. What it 
is is that at termination of employment, a member is able to 
transfer the value of the pension benefit to this 
arrangement. The value of that pension benefit is 
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accumulated over time with interest and whatever that 
account is worth -- if I can call it an "account" -- at the 
time the member chooses to retire, that account value is 
then used to provide the individual with a life income. So 
it is whatever market rates are available at that point in 
time and there is no loss to the individual. 


Mr. Lupusella: I am very pleased to hear and this is 
the main reason why I was questioning the content of this 
particular section. 


And also, if I heard Mr. Cooper correctly, there is a 
surplus of funds in the range of $60 billion -- am I correct 
Or wrong? -- the total amount of money invested on the plans 
which will include the 10,000 plans which are presently 
existing in Ontario. 

Mr. Kruger: The value of those assets is $60 billion. 

Mr. Lupusella: $60 billion. 

Mr. Kruger: * That iscright. 0 Yes. 


: Now, when you are going to computerize 


the system -- and of course I will not accuse you that you 
do not want to provide information to this committee because 
I think it is irresponsible -- you are dealing with 10,000 


plans and you do not have any particular computer. I am 
sure that the Minister heard your statement and that we are 
going to accelerate the computerizing process immediately. 


Mr. Kruger: Right. 


: But when you have the information 
would you plese tell me or any member of this committee how 
much of this money on the $60 billion are directly involved 
with the private sector and the rest with the public sector. 
Would you plese give us this information sometime in the 
future or if you have this information, maybe you will be 
able to give it to me. 


Ms. Salamat: We are trying to collect this 
information. A very rough estimate is that with the private 
sector excluding those public sector groups in the 
Consolidated Revenue Fund, it is approximately $45 to $50 
billion with the rest of the money being in Consolidated 
Revenue Fund for the public sector employees. But this is ‘a 
very very rough estimate. 


Mr. Kruger: Yes. We will be able to identify when we 
get computerized what is in the Consolidated Revenue Fund 


and I would not be at all surprised to see a much higher 
figure. 


Mr. Lupusella: Thank you very much. 
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Mr. Chairman: Mr. McClellan? 


Mr. McClellan: I was just curious, how do you arrive 
at the total value of the assets of pension funds? What is 
your methodology? 


Ms. Salamat: Okay. To a large extent we use Stats 
Canada to assist us with that and do some similations with 
that amount because Stats Canada -- Obviously, what you have 
is a pension plan in Ontario covering employees all across 
the country. We try in some manner to capture the amounts 
that we think could be attributable to Ontario employees. 


Mr. McClellan: And what is the data that you use? 
The data in each plan? 


Ms. Salamat: The data that is fed into the Stats 
Canada system is about a year behind. 


Mr. McClellan: You feed in the data that from each 
plan? 


Ms. Salamat: Yes; that is data from each plan 
collected by Stats Canada not only from the pension 
jurisdictions but from Revenue Canada and the federal 
taxation. 


Mr. McClellan: Who does the manual tabulating then? 
Do you do it or does Stats Canada do it now? You do it in 
the first instance, do you not? 


Ms. Salamat: Yes. We provide the information to 
Stats Canada. 


Mr. McClellan: So you go through each plan -- You do 
go through each plan manually? 


Ms. Salamat: Actuarial information is not provided to 
Stats Canada. 


: No, but you do exactly the procedure 
that you just told me half an hour ago you could not 
possibly do with respect to arriving at the value of the 
surplus funds, unless I am misunderstanding something. 


Ms. Salamat: No. The data that is fed into the Stats 
Canada is on a plan basis. It is information relating to 
the plan structure, the type of funding arrangement -- be it 
trustee or insurance company funds. 


Stats Canada gets information from the taxation 
groups. We do not provide asset figures to Stats Canada. 
They pick that up from the federal base and give it to us on 
a total, and it is that data that we massage to get some 
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figures. 


Mr. McClellan: I see. I think the Supreme Court was 
right in its description of your operation. 


Mr. Kruger: Well, there is a -- I have to comment to 
that. 


Mr. McClellan: One of the things the Supreme Court 
accused you of was stonewalling, as I recall. 


Mr. Kruger: With due respect, sir, we are not 
stonewalling. There was an example of an administrative 
thing which we just described in Stats Canada. Eventually 
we are going to down-load the Stats Canada onto our own 
computer and we will have total information on each plan. 


Mr. McClellan: After we have finished dealing with 
the issues that we are responsible as legislators for 
dealing with, then the Commission may release the 
information which should be the basis of an informed 
decision. That is what the Commission is telling us here as 
we start these proceedings and as we try to decide what to 
do about the very difficult issue of surplus accounts and 
inflation protection and the relationship between surplus 
moneys and inflation indexation. The Commission says they 
simply will not provide us with the information about the 
amount of money in so-called "surplus" accounts. I find 
that intolerable, Mr. Minister. 


Hon, Mr. Kwinter: With due respect, may I suggest 
that we have a question of public policy and principle about 
how you handle surpluses, and without surpluses you do not 
have the problemof mandatory -- Or without mandatory 
inflation protection or with it you will not have the 
problem of surplus. 


So although it would be of interest -- and I agree it 
would be of interest -- to know the quantum; it has nothing 
to do with the decision. It has to do with the basic policy 
decision, the basic principle, of what happens to surplus 
and who does it belong to. And it does not matter whether 
Diets, 650 Dill 1 Co, OL 91. Dill10n. 


So what I am saying to you is that I agree it would be 
interesting, but it is certainly not the basis of the 
decision. Are you suggesting that if there is 'x' plus 
something, you will deal with it? If it is 'x' minus 
something you will not? 


Mr. McClellan: I am predicting that over the course 
of the next two weeks and beyond we are going to be hearing 
from a number of industry representatives -- General Motors 
has already been quoted in the Star -- saying that inflation 
indexation would bankrupt the economy, increase the price of 


Farr & Associates Reporting, Inc. 


the family car, put grandma in the poor house, and probably 
cause earth quakes and volcanoes. 


And yet there are estimates that there are huge 
amounts of money in so-called "surplus" accounts which are 
being used both to off-set annual service contributions in 
the case of Ontario Hydro, for example, which I think has a 
surplus of over $300 million. That is just one plan. And 
secondly, in the Conrad Black case is going directly into 
the pockets of employers. 


I think it is important data because you are going to 
be hearing the economic argument for the next two weeks that 
nobody can afford inflation protection and yet I think we 
are entitled to know what is happening with so-called 
"excess interest" and what those accounts look like. 


: Yes, but the point that I am making 
is this. If General Motors came to you and said, with 
respect, that by pegging pension benefits to the cost of 
Living, anc it, was.going toncosty' x.) per (Cent, permycarson 
their earnings, and they said that to do what you are 
suggesting, as they have said, is going to cost them 
somewhere in the neighbourhood of three hundred and some-odd 
million dollars, it does not make much difference what the 
total sums of moneys in all the pension plans in Ontario is 
as to whether you deal with that decision, because there are 
some plans in Ontario that have no-surplus; there are some 
plans in Ontario that have a deficit. 


Mr. McClellan: How do you know? 


Hon. Mr. Kwinter: What do you mean, "How do I know"? 
I know. We deal with them on a daily basis. 


Mr. McLellan: And you will not give us the data. 


Hon. Mr. Kwinter: The point that I am making, it does 
not make any difference as long as you understand that I can 
assure you there are plans in deficit; there are plans in 
Surplus. And what we are talking about is the basic 
principle; it does not matter what the quantum is other than 
from an interest point of view. And I agree; it would be 
.interesting to know but all it would tell you is that in 
those plans somewhere there is this total. But you cannot 
deal with a specific plan with that information because you 
have to go to that specific plan. We have one plan -- What 
is the status of Fittings? Are they gone? 


Mr. Kruger: They are gone. 
Hon, Mr. Kwinter: They are gone. 


a Mr. Kruger: We took care of them through the Guaranty 
Fund. 
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Hon. Mr. Kwinter: Okay. Well, we had a company, 
Fittings, that had serious problems. They have now gone; 
they are finished. There are lots of plans out there that 
are like that. We know that. We deal with them on a daily 
basis. We have plans that are in deficit, plans that are in 
Surplus and plans that maintain an even balance. 


: That is all very reassuring but we are 
being asked to deal with this legislation and -- 


Hon. Mr. Kwinter: There is no reason why you cannot. 
You are dealing with the principle of if there is a surplus 
what do you do with it? There is no reason why you cannot 
deal with it. 


Mr. McLellan: I am sure you understand the point that 
I am trying to make, Mr. McCague, but I do not seem to be 
getting anywhere with the Minister. 


Mr. Chairman: I think I have seized upon what it is 
you want. Mr. Bernier? 


Mr. Bernier: Thank you, Mr. Chairman. Excuse my 
ignorance but I have to admit I am not very knowledgable 
about how the pension funds work and how they grow with 
interest and everything else. The question I guess that 
sticks in my mind, if you could take me through step by 
step, the contribution comes. into from the employee to a 
- plan. It is reinvested by regulation and it must garner so 
much interest. What happens to the interest? Does that 
swell the plan? 


Ms. Salamat: It becomes part of the corpus of the 
planes elt is. invested. If itvissinvestedein stocks or 
bonds, then the earnings on the investment becomes part of 
that fund. 


Mr. Bernier: The overall fund, that is right. How 
does that find its way back into to the principal employee? 
The term is adjusted by the negotiations each year, Or how 
Leib ye 


Ms. Salamat: There are certain plans that are 
negotiated, and, of course, the benefit level would then be 
determined by the collective bargaining process. In other 
plans the employer decides what benefit level it will 
provide. Then an actuary costs that benefit. Whatever the 
cost is would be contributed by the employer and if the 
employees are required to contribute part of that cost, then 
those funds are then put into the pension plan fund or the 
trust fund and it becomes all part and parcel of the same 
fund. And periodically over time that fund is valued, that 
is the actuary evaluation based on the group. 
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The company at that time says, "Well, is there a 
deficit? Do we have to put in more funds? Or are we just 
breaking even? Could we at this point in time decide to 
increase the benefits promised?" That is it. Then the 
contributions again flow into the plan and you take this 
over a period of time. 


: And of course that is how surplus can 
arise, and also deficits, and while there is a concentration 
on surplus, if one -- and I speak now as an economist -- if 
you were going to look at the impact, I think you would also 
have to look at how many plans are in a deficit position -- 


Mr. McClellan: We would love to. 


Mr. Kruger: -- of unfunded liability as well. We 
would like to be able to give it just like that and we will 
be able to do that, sir, eventually. 


Ms. Salamat: Maybe I could just add to this. We have 
a Pension Benefits Guaranty Fund in Ontario. We assess 
those pension plans that are in an unfunded liability 
position. And last year, just to give you an example, 1200 
companies or more were required to pay an assessment. And 
that means that there are 1200 or more companies in Ontario 
with unfunded liabilities that has absolutely no surplus in 
that pension plan fund. ; 


: Mr. Bernier: In calculating the pay-out and the 
long-term actuarial benefits, is the interest rate 
Calculated as part of that whole package? 

Ms. Salamat: Yes. The actuary makes a projection as 


to the future earnings of that plan and determines a cash 
flow or cash requirement. 


Mr. Kruger: And the actuary has also got to be 
concerned about the industry, what is likely to be the 
increases in salaries over a period of time. There are a 
lot of assumptions that the actuary builds into it that we 
have to monitor. 


Mr. Bernier: So increases in pension is quite 
probable in a lot of the pension plans? 


Ms. Salamat: In a lot of pension plans. 
Mx. Bernier: Because of the interest? 
Mr. Kruger: Yes. 

Mr. Bernier: Thank you. 

Mr. Chairman: Mr. Guindon? 
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Mr. Guindon: Thank you, Mr. Chairman. Who 
administers the $60 billion? 


Ms. Salamat: In part by trust companies; in part by 
insurance companies. 


Mr. Guindon: And does the ultimate responsibility lie 
with your department? 


Ms. Salamat: No; no. We just regulate the type of 
investments a pension plan sponsor may make but we do not 
hold the funds. 


Mr. Kruger: We are like a monitoring agency that 
monitors what is going on in the plan at any point in time. 
But there are very strong fiduciary responsibilities by 
trust companies, by the insurance companies whether or not 
it is a totally insured plan and so forth so that they have 
their responsibilities under various other Acts. But we 
monitor, we oversee, to make sure that the thing is done in 
accordance with the dictates within the plan itself. 


: Sir, when a pension fund is registered, 
it is not only registered with the Pension Commission of 
Ontario, it is also registered with Revenue Canada if the 
sponsor wants income tax relief. And the rules for 
registration under Revenue Canada as well as our own rules 
require that pension funds be held in trust to serve the 
purposes of the plan and there are requirements on who may 
hold that pension fund. So each pension fund is separate 
for the purposes of a specific plan. 


Mr. Guindon: But the Ontario government or your 
department guarantees the pension plans in case something 
falters? 


Ms. Salamat: Not all pension plans. Certain pension 
plans are those pension plans of a defined benefit nature; 
that is, I have promised you a hundred dollars a month as 
long as you live. Those types of pension plans are 
guaranteed by the Pension Benefits Guaranty Fund. Should 
that pension plan be wound up due to bankruptcy, then the 
Guaranty Fund kicks in any shortfalls. 


Mr. Kruger: This is not an unlimited fund and we get 
the money by an assessment of those plans that are in an 
unfunded liability state. So the fund now presently sits at 
perhaps $7 million. 


Mr. Guindon: How much? 


Mr. Kruger: About 7 million. So it is not an 
unlimited -- 


Hon. Mr. Kwinter: And it represents approximately 10 
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per cent of the plans. 


* Yes. “And vit is) not anaunlimited amount 
of money out there. If a major corporation such as General 
Motors suddenly went bankrupt -- I do not think they will, 
but if they did, then there is a very particular problem. 
So you must remember that it is something that we have set 
up within Ontario -- one of the few jurisdictions in the 
world that have it and it is a very progressive step -- but 
it rs not aneunlimstea well. 


Mr. Guindon: Thank you Mr. Chairman. 


Mr. Chairman: Mr. McLellan? 


Mr. McClellan: Thank you, Mr. Chairman. In response 
to Mr. Bernier, I thinks Mrs. Salamat indicated there were 
1200 plans last year with an unfunded liability. I assume 
that is ©@200; out of the’ 57,000) orjso defined? -—- 


Ms. Salamat: -- defined benefit plans. 


Mr. McLellan: So if you know how many defined benefit 
plans have a unfunded liability, which is 1200 and I assume 
you could produce a list of those, why can you not tell 
us -- and I assume you know the amount of the unfunded 
liabilities. Since it is a regulatory agency, you are 
required to make sure they- are actuarily sound -- why is it 
again that you cannot tell us how many of the 5,000 defined 
benefit plans have a surplus and what the total of that 
surplus is. 


Ms. Salamat: Again, it is the resources required. 
There is a Pension Benefits Guaranty Fund. We are required 
to assess those pension plan sponsors where there are 
unfunded liabilities as a result of that data base of those 
plans for that specific purpose. 


Mr. McClellan: I am still missing something. 
Mr. Chairman: Is that strike three? 
Mr. McClellan: I think it is strike five, actually. 


Do you know how many -- Well, again, I simply quote 
from the Supreme Court -- "stonewalling," "blissful 
ignorance," "misleading," “undoubtedly negligent." These 
are descriptions from the Supreme Court of our regulatory 
agency. 


Do we have any data as to how many plan sponsors 
charge annual service in the past year or whenever date it 
is available? How many plan sponsors have charged annual 
service contributions against surplus accounts? Do you 
know? 
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Mr. Kruger: That is not collected. We would have to 
LOOkeINeEO each plan for that. 


Mr. McLellan: You have no idea how many companies are 
doing what, for example, Ontario Hydro attempted to do, 
which is to write off their annual service contribution 
against their surplus contribution? 


Mr. Kruger: On contributions holidays, no. That is a 
source of funding -- we would have to look through each of 
the plans for that. Look. It would come before the 
Commission if there was a particular problem on any 
DAarLICULaLCace, —— 


Mr. McClellan: Why do you not have that information? 


Mr. Kruger: In the case of Ontario Hydro, we spoke 
with Ontario Hydro both with the union and with Hydro but 
then the matter went to court and it was resolved in the 
courts. 


: Another group of workers having to go 
to court to protect their own money. You keep no records 
Ona 


Mr. Kruger: -- of the contribution holidays? 
Mri MeGiellan: -- of the so-called "contribution | 
holidays"? ; 


Mr. Kruger: No. We would have to look through the 
files. 


Mr. McClellan: There is nothing in the legislation to 
deal with what you call "service holidays," which is writing 
off the annual pension contribution of the employer against 
money in surplus accounts? You have no idea how frequent 
this is? How much money is involved? Nobody even has to 
ask your permission to do this? 


Ms. Salamat: We can get the information. It is just, 
again, we have not in the past collected this information. 
It means a manual search of all the plans. 


: This is another example of the 
highlighting of why we have got to computerize, and we 
intend to computerize. We intend to push that data out so 
that we have got it. We need it to manage. 


Mr. McClellan: Yes, you do, but you have needed it 
for a long long time to manage. And I do not understand why 
so many years after -- we are now into years -- that this 
has been an issue and there is nothing in the legislation at 
all, as far as I understand, Minister, that deals with the 
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so-called "service contribution holiday." That is a 
felicitous phrase. 


Hon, Mr. Kwinter: We have a provision in the 
Regulations. 


s Yes, there is a provision in the 
Regulations and how the use of actuarial gains are to be 
applied first of all for past-service costs and subsequently 
for current-service costs. 


Mr. McClellan: Could we have a copy? 


= {Tt Jf in voulm@Lolder.s Lachink Ltusss 
called Consultation Draft Regulations. They were publicly 
circulated in February for comment. 


Ms. Salamat: That is the new proposal. ‘In the 
existing legislation, I think -- 


Mr. McClellan: These are the new regulations. There 
is nothing in there now. 


Ms. Salamat: There is a provision in the existing 
Regulations, and I think it is 212. Jerry? 


: There is something in the Regulation now. 
to sub 15 that says where. there is a gain under the plan 
that gain may be applied. : 


Mr. McClellan: Thank you. I will review that. I 
just received this document this morning. It was not sent 
to me in February. 


Mra sCoopers/ 11 doi nota know, the circulation list... They 
were probably to everyone on the PCO circulation list. 
There was 5,000 or something? Anyway, it has been 
circulated since February. 


Mr. McLellan: Anyway, you would not want that sent to 
the wrong people, would you. 


Mr. Chairman: Any further questions, Mr. McLellan? 


Mr. McClellan: Well, I guess we will just keep coming 
back to this over and over and over again. But no. 


Mr. Chairman: I expect to hear from you again, yes. 
We will adjourn now until 2 o'clock. 


The committee adjourned at 11:53 a.m. 
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CONSIDERATION OF BILL 170, AN ACT TO REVISE 
THE PENSION BENEFITS ACT 
(continued ) 


Mr. Chairman: Okay. The first presentation this 
afternoon is from the Ontario Federation of Labour and we 
are ready for you. 


Mr. Wilson: Thank you, Mr. Chairperson, Mr. Minister. 
I have in the seats with me this afternoon Mr. Glen 
Pattinson who is a Vice-President of Communication Workers 
and Mr. Don Lee who is a pension consultant. 


We have before you two documents. Firstly, let me 
thank you for the opportunity to appear before the committee 
this afternoon. Secondly, as I say, we have two documents 
before you. The darker blue cover is a rather detailed 
submission that we have put together for presentation to 
this committee and it also contains an appendix at the end 
which has additional information. But let me just quickly 
say that the main body of the brief, which is that document, — 
covers the questions of indexing and surplus withdrawals, 
participation, union representation, vesting, portability 
and a list of other concerns that we have on page 30 of 
that. 


In order to expedite our time here this afternoon, we 
have summarized our presentation. Before doing that, 
however, I would like to alert the committee that there are 
a number of persons in this room with a vested interest in 
this matter, and I would like to quickly indicate who they 
are. 


From the Canadian Council of Retirees we have Bill 
Corn and Ernie Arnold. We also have representing Local 1000 
CUPE, Jack MacDonald. From the Ontario Public Service 
Employees' Union we have the Second Vice-President, Ron 
Martin and Shirley McVittie, the Benefits Director. We also 
have with us the Legislative Director of the Ontario 
Federation of Labour, John O'Grady, and we have Mr. Len 
Bruder, the Director of the United Rubber Workers and he is © 
accompanied today by a member of Local 232, who is the 
President of that Local -- I am sure all of you are familiar 
with that situation -- Dave Birrell. 


Let me summarize, if I can, from the second document 
which is the light blue cover. 
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The Ontario Federation of Labour, on behalf of more 
than 800,000 members and its affiliated organizations 
appreciates this opportunity to present the concerns of 
union and pension plan members about the Ontario Pension 
Benefits Act. The OFL has been an active participant in 
Canada's latest chapter of pension reform and is impatient 
to see some results. 


Ontario's Royal Commission on Pensions was initiated 
almost ten years ago. The hesitation which has 
characterized the discussion of reform has unfortunately 
been reflected in the substance of Bill 170. The government 
of the day apparently does not have the will to create a 
system of private pensions in which participants could have 
full confidence. 


Our inventory of issues on which Bill 170 falls short 
is itself too long. No commitment to indexing, surplus 
withdrawals continue, the powers and composition of the 
Pension Commission, the complexity of vesting rules, the 
failure to recognize fully the role of unions in pension 
administration, and the lack of any serious commitment to 
employee control of pension funds. 


We feel obliged to begin by recalling the basic 
objectives.of an effective pension program for working 
people. Benefits are earned from an early age and are not 
interrupted by changing or losing jobs, by family 
responsibilities or by education and training. Benefits 
move ahead with wage increases before retirement and with 
price increases after retirement. Benefits are equal for 
men and women. The overall level of benefits enables 
working people to maintain their living standards in 
retirement. 


In the labour movement we continue to believe that 
these objectives are most easily and effectively 
accomplished within the framwork of the Canada Pension and 
Old Age Security programs. These programs meet all of our 
Criteria except the last. The benefit levels need to be 
improved. 


The public's angry response to employers withdrawing 
so-called "surpluses" from employees' pension funds is not 
difficult to understand especially when the money is used to 
finance plant shutdowns and corporate acquisitions. The 
employers' behaviour confirms the deep-seated suspicion 
amongst working people of any arrangmeent which requires 
them to place some part of their earnings under the 
exclusive control of an employer. The fear that interest on 
employees' money is being used to pay for all the benefits 
and further to service the interests of the employer can 
hardly be described as irrational in the circumstances. 
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Plan members need a firm commitment to index private 
pensions and an unqualified prohibition of employer 
withdrawals both in ongoing and terminating plans. The use 
of surplus to reduce ongoing contributions should be 
prohibited until full provision has been made to protect the 
value of benefits against inflation. Whatever goes into the 
pot must be for the exclusive benefit of the pian members 
and their beneficiaries. Otherwise there can be no basis of 
trust -- no confidence amongst participating employees that 
their interests are being respected. 


Bill 170 also needs to show more respect for the role 
of collective bargaining in the development of the private 
pension system. Every union negotiating committee that ever 
raised the issue of pensions can tell you that any pension 
improvements they achieved were at the expense of other 
forms of compensation and, in particular, our wages. 


For our members, deferred wages is not just a nice 
philosophical concept. Those who defend the employer's 
right to withdraw so-called "surplus" funds argue that 
employers must guarantee the benefits through the bad times, 
that the right to withdraw is only the other side of the 
coin. Employees have no right to a share of the assets 
unless they are prepared to take the risk. 


The implicit proposition that employees are not 
exposed to any risk under the current system is 
preposterous. The risk that the value of benefits will 
decline as a result of inflation is not just theoretical; it 
is the actual record of the past twenty years of history. 


The risks involved in pension finance are not 
balanced. The risk of higher-than-expected costs is 
deliberately kept to a minimum, and the probability of a 
lower-than-expected cost is maximized. Over time, the 
employee is expected to come out ahead of the game and this 
is, indeed, what has happened. 


In the early '60s before inflation began to build, 
actuaries expected invested pension contributions to grow 
with interest of 3 or 4 per cent, and the employer's 
contributions were determined on that basis. When actual 
interest rates exceeded these assumptions, a surplus was 
generated. When higher rates recurred year after year, the 
actuaries increased their assumptions to 5 per cent or 6 per 
cent reducing the employer's pension contribution before the 
surplus was generated rather than after. Today it is common 
to see interest rate assumptions of 7 per cent and 8 per 
cent and still enormous surpluses are being generated. 


When we examine actual experience rather than 
theoretical notions about the risks of pension finance, it 
is clear that participating employees have typically been 
exposed to much more adverse experience than employers. In 
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fact, conventional wisdom tells us that higher interest 
rates are both the natural consequence of and the cure for 
inflation. The unexpected bad experience of employees goes 
hand in hand with the unexpected good experience of 
employers. 


A significant part of the surplus arises directly out 
of the declining value of pension benefits presently being 
paid to retired people. For these reasons we were 
encouraged when the government linked the announcement of a 
task force on indexing with a moratorium on surplus 
withdrawals. This link should be carried forward into Bill 
LET RNA 


The Pensions Bill presently before the Legislature 
should be amended to include a new clause establishing that 
private pensions will be fully indexed from January 1, 1987. 
The provision should apply to all private pensions 
throughout retirement and should further apply to all 
deferred vested benefits so that portability arrangements 
could become meaningful. 


The Bill should also require upgrading the benefits of 
those presently retired and restore the purchasing power 
they have lost during their retirement. The task force 
established by the government could then concern itself with 
how best to implement a system of private pensions which 
delivers real money instead of false promises and advise the 
government on what regulations will be required. = 


The present Bill does nothing more than establish the 
rules under which employers can withdraw surplus money. A 
commitment to indexing coupled with an unqualified ban on 
Surplus reverting to the employer would establish a system 
of private pensions which deserves the confidence of those 
who participate even if it does not meet the pension needs 
of most Canadians. 


These central recommendations on indexing and surplus 
are outlined together with our other major concerns in the 
summary which follows. We have also attached the main body 
of the brief, a clause-by-clause outline of technical 
problems and other issues. Let me read the summary of 
recommendations. 


Le Withdrawal of so-called "Surpluses" shall be 
prohibited without qualification for ongoing plans and when 
a plan is being terminated. The use of surplus to reduce 
ongoing contributions to a pension plan shall be prohibited 
until full provision has been made to protect the value of 
benefits against inflation. 


oe All future pension benefit payments and deferred 


vested entitlements shall be fully indexed to the cost of 
Living te Onevianbary 2.0L (1987 CGR Ei receaVve, uanictyalten a7, 


Farr & Associates Reporting, Inc. 


all current pension payments shall be increased to the 
amount obtained by adding the first percent increase to the 
consumer price index since the person's retirement date to 
the original mount of pension at retirement date. 


BF The Pension Commission shall be composed of a neutral 
chairperson and vice-chairpersons and equal numbers of 
representatives of both employer and employee groups. When 
the Commission sits in three-member panels, those panels 
should consist of the chairperson or a vice-chairperson, an 
employee representative and an employer representative. 


4. Employees shall be entitled to equal representation on 
an administration committee with powers of the administrator 
as defined in the Act and/or equal representation on a joint 
board of trustees. This right could be exercised by the 
request of a majority of active plan members or a union 
entitled to represent a majority of plan members. 


By In the event that all or any part of the employer's 
business is sold to a new employer, the new employer shall 
assume all assets and liabilities of any existing pension 
plan. The old employer shall remain responsible for any 
unfunded liability on the date of sale if the new employer 
subsequently becomes insolved and the employees shall be 
entitled to adequate notice before any change can be made to 
the plan. 


6% Where a pension plan is created and/or supported by a 
collective agreement or statute, no amendment shall be 
registered without the approval of any bargaining agents 
representing members of the plan. Any union certified as 
the bargaining agent for plan members shall be entitled to 
notice of all proceedings concerning the plan and entitled 
to represent the employees in any such proceedings before 
the Commission. 


1% All benefits, whether arising from service before or 
after January 1, '87, shall be subject to vesting after two 
years of plan membership and the requirement that 50 per 
cent of the benefit be covered by employer contributions. 


8. Any waiting period for plan membership shall be no 
more than the normal period of probation and in no event 
more than six months. 


95 The maximum eligibility requirement for part-time 
employees shall be the equivalent of 700 hours per year over 
the normal period of eligibility and in no event more than 
350 hours in six months. 


LOZ In order to facilitate portability of benefits for 
employees changing jobs, employees shall be entitled to 
transfer the commuted value of any deferred vested benefits 
into the pension plan of a new employer, which plan shall 
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accept the transfer. 


And prior to being in a position of responding to any 
questions members of the committee might have about our 
submission, Mr. Pattinson would like to make a comment as a 
further explanation of our pesition on point 5. 


Mr. Pattinson: \Yes. 1 swouldilikextownrghiagnt the 
problem that we are running into more and more on the sale 
of the business where the predecessor employer does not turn 
over the pension fund to the successor employer. And the 
impact this has, particularly on a flat benefit, defined 
benefit plan, is that it is almost impossible in the future 
to be able to negotiate any imporvement in the past service 
benefits, which is the normal procedure, because the 
precedessor employer has retained that amount up to the date 
of sale. 


This is something that we think this committee has to 
look at very seriously, and we do go into more depth in it 
in ‘the full briet . 


Mr. Chairman: Thank you very much. 


Mr. Wilson: Excuse me; Mr. Lee would like to make a 
comment. 


Mr. Lee: Yes, again, just by way of introduction, I 
wanted to bring it to the attention of committee members 
that this brief addresses considerably more issues than have 
been highlighted in the summary. The Federation has 
undertaken a careful clause-by-clause review of all of the 
elements of Bill 170. We have not been able to present all 
of our concerns in that connection in the summary or even in 
the main body of the brief for that matter. 


So I want to make a special note of the appendix at 
the end of the main body of the brief which reviews Bill 170 
on a clause-by-clause basis indicating some of our -- I do 
not want to call them "smaller" concerns because they are 
important points -- but also some of the technical problems 
that we see with the Act as drafted. 


Mr. Wilson: Thank you, -Mr. McCague. We are prepared 
to respond. 


Mr. Chairman: Thank you. Mr. McClellan? 


Mr. McClellan: Thank you, Mr. Chairman. Thank you, 
Mr. Wilson and your colleagues for a very thorough and a 
very thoughtful presentation. I am sure it will not come as 
any tremendous surprise to you that a number of the points 
that you have made particularly with respect to surplus fund 
withdrawals, inflation protection and union representation 
in the administration and management of plans and the 
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question of retroactivity of the two-year vesting divisions 
are already at the draftsman's office and will be amendments 
that my colleague and I will be putting forward when we get 
to the clause-by-clause stage, and we will study very 
carefully the more detailed presentation that you provided 
us with today. 


I wanted to ask about one or two points. You have 
rererredytor-— andl. am@justvtryingetoMbinds 1) --eyou 
referred to the use of surplus accounts by companies to 
write off their annual service contributions. We are 
familiar with the Conrad Black and Abitibi kinds of examples 
where people are applying to the Commission to appropriate 
surplus pension funds. How frequent, in your experience, is 
the use of surplus accounts to write off the annual service 
contribution as Ontario Hydro attempted to do this year? 


Mr. Lee: I will answer that question. In our 
experience, virtually all pension plans in existence today 
are going through a process of reducing or eliminating the 
employer's ongoing contributions as a result of applying 
surplus to that purpose. There are very few exceptions. 


Mr. McClellan: I guess it is difficult to speculate. 
If you had been here this morning, I was struggling to 
obtain information from the Pension Commission about the 
amount of the surplus accounts in Ontario and was told in so 
many words that I could not. have it. Do you have any sense 
of what kinds of amounts we are talking about? 


Mr. Lee: Well, yes, some sense. I am not sure 
whether you would prefer to talk on an Ontario basis or a 
Canada-wide basis. 


Mr. McClellan: Seventy per cent of plans are 
registered in... 


Mr. Lee: Right. On a Canada-wide basis there is 
something in excess of $120 billion in pension funds. I 
would expect that the surplus in those funds, at least 
originally, before it started being eaten away by 
"contribution holidays," as some people like to call them, 
for employers was on the order of $20 billion. 


Mr. McClellan: $20 billion? 
Mr. Lee: $20 billion I would say. 


Mr. McClellan: And you have some sense that the main 
grab of surplus funds is coming through what we heard this 
morning described as "contribution holidays." I forget the 
euphonious phrase that was used by your regulatory agency to 
describe this process, Minister. I think it was a 
"contribution holiday" or a "manual service holiday" which 
was the phrase used to describe the theft of workers' 
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pension funds. 


Mr. Wilson: I suspect that view is correct that that 
is the vehicle to choose because it is less spectacular and 
attracts less public focus and wrath and rage, and so that 
view I take as being essentially a correct one, that is the 
way that most of the surpluses are deteriorated. 


Mr. McClellan: And ‘again you are calling quite 
clearly and unequivocably for the elimination of the ten and 
forty-five rule for the application of two-year vesting 
right back to cover all plan members? 


Mr. Wilson: That is correct. 


Mr. Lee: If I could just draw the committee's 
attention to the detailed consideration of that particular 
question in the brief, we offer some examples of the 
ludicrous situations that can develop with the overlapping 
application of -the forty-f£ive.and ten rule and, the two-year 
rule, particularly since the two-year rule will apply to 
improvements negotiated after the lst of January, 1987. 


If we went further and did examples of how these rules 
would apply to, say, a final earnings plan as opposed to a 
career average or a flat benefit plan, we could generate 
even more ludicrous situations which will, in fact, be 
experienced in practice if the Bill is not amended... 


Mr. McClellan: How long would it take -- I have not 
had a chance to look at the sections of your longer brief -- 
but how long will it take for somebody to build up a 
reasonable benefit under the Bill as it is written now with 
the ten and forty-five rule applying to all moneys up to 
Janvanyelsc aor siSi7ic 


Mr. Lee: Glen has just suggested that it would take 
sometime in the next century I believe. But you would have 
to be a person who ultimately took a job with an employer 
and stayed with it consistently through to retirement. You 
would have to have at least twenty years of employement with 
a single employer to get any Significant benefit out of the 
system still because, as you will see, by looking again at 
the examples we have offered of how the commuted value is 
actually determined and how the employer's share is actually 
determined, it is very difficult. 


It is next to impossible for a younger person to get 
any Significant amount of money out of this provision. We 
are talking about, in the typical contributory career 
average plan in the private sector, an employee contributing 
say $1,000 to $1,500 for a year's service and getting back 
perhaps $100 or $150 from the employer in connection with 
that contribution. If anybody changes jobs regularly, they 
will never develop anything like an adequate pension out of 
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this approach. 


Mr. Wilson: Reference is page 21 and 22 in the main 
Drrere 


Mr. McCleJlan: Okay. We will study that very 
carefully. And at some point I am sure we will be 
fascinated to hear from the Minister why he is running 
around talking about bringing two-year vesting when, in 
fact, he is intending to maintain the ten-year service and 
age forty-five rule for all pension funds invested before 
January lst, 1987. I am sure that will make a fascinating 
explanation, Mr. Chairman. 


Thank you. 
Mr. Chairman: The Minister has a question for you. 


Hon. Mr. Kwinter: I would like to just get a basic 
feeling as to where you are coming from on what I consider 
is a very key element here. In your recommendation No. l, 
you say that the "use of surplus to reduce ongoing 
contributions to a pension plan shall be prohibited until 
full provision has been made to protect the value of 
benefits against inflation.” 


When I listen to my colleague, Mr. McClellan, his 
attitude is, once a nickel goes into the pension fund it 
stays there and can be used only for the benefit of the 
employee. What I would really like to find out is what is 
organized labour's position if you have a defined benefit 
plan? Plans sponsor plan members through their union, 
through their representative, sit down and negotiate a deal. 
They negotiate a promise that on retirement "I will get a 
number of dollars." 


The big issue that we have and one that we agree with 
is that at the present time, when that promise is delivered, 
you are not getting what you thought you were being promised 
because inflation has eroded it. 


If there is a provision for inflation protection and 
that promise is delivered with inflation protection on the 
day of retirement, is it the position of labour that 
notwithstanding that that is done, if there happens to be 
some surplus in the fund, it can only be used to enhance 
that package or is there some provision that it can either 
be withdrawn or reverted to the plan sponsor? 


Mr. Wilson: Well, our view is simply that the use of 
surpluses can come into play after we have got the indexing 
legislation in place. Quite frankly, that is going to eat 


ups. 
Hon. Mr. Kwinter: The point that I am trying to 
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determine is one of principle, that is there is a feeling 
that notwithstanding the agreement that is made which is a 
promise, by “the iplang-— 


Mr. Wilson: Let me interrupt. What is the extent of 
the agreement? Are you talking about the agreement under a 
defined benefits or the understanding at the time of the 
bargaining of what that was going to cost to negotiate that 
into the package? 


t : I am talking about an agreement 
under a defined benefit plan indexed to inflation. 


Mr. Wilson: Where it is assessed at fifty cents an 
hour? 


Hon. Mr. Kwinter: Whatever. 


Mr. Wilson: Well, it comes into play because that is 
part of the institution. 


Hon. Mr. Kwinter: No. I am talking about the 
principles What ii amptrying tO,do =] 


Mr. Wilson: So am I. 


Hon. Mr. Kwinter: Well, I am trying to say that when 
you enter into a bargaining agreement, are you saying, "This 
is our minimum'‘requirement, and when we get to it, when you 
really have to deliver, we are going to have to renegotiate 
this thing"? Or are you saying, "We are asking you now, as 
part of our agreement, that when our members retire, this is 
what they are going to get plus inflation protection. And 
if you deliver on that promise, that is your sole obligation 
to this agreement"? 


I just want to know the principle so that I know where 
we are coming from because that is critical to what we are 
talking about. 


: I guess the difficulty we have is we do 
not know what the inflation factor is, so how do I answer 
your question? 


Hon. Mr. Kwinter: Well, I do not really care what it 
ise 

Mr. Wilson: Are you proposing a hundred per cent 
inflation, for example? 


Hon. Mr. Kwinter: I do not know. I am not interested 
in the numbers; I am interested in the principle. I am 
Sayings tonyou, “Listwe. igor-=—" Let. us: use) yourwargumenti..) Let 
us* saysiandg Tuamenot == 
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Mr. Wilson: Well, let me respond in principle. What 
we want is a person who retires in 1987 to have the same 
purchasing power in 1997 that they had when they retired in 
1987 relevant to their income. 


Hon. Mr. Kwinter: Okay. But any more than that? 


Mr. Wilson: It is negotiable. Obviously, that would 
be a relationship between the employer and the union 
involved or the parties involved in negotiating the 
collective agreement; would it not? 


Hon. Mr. Kwinter: You see, the difficulty that I have 
is that there is an assumption put forward by some that 
every dollar of surplus that is in a pension plan belongs to 
the plan member. 


Mr. Wilson: It is no assumption; that is a fact. 


“Hon. Mr. Kwinter: Well, this is the point that I am 
trying to determine. You are saying that it is a fact. 


Mr. Wilson: That is right. 
Hon. Mr. Kwinter: Lect avract.? 


: You.are darned right it is, because that 
party that negotiated that collective ingreement took credit 
for that amount at the’ bargaining table; therefore, that 
money was not deferred to any other part of the package. So 
anything that stems from that belongs to the plan 
participants. 


Hon. Mr. Kwinter: The point I am making is that at 
the time of negotiation, if you enter into an agreement that 
Says, Slhisiis 2 Promise, .cndsioeisgcullyg-—% €o use your 
argument and I am not in any way saying that that is what it 
is going to be "-- it is fully indexed and we pay you that." 


Mr. Wilson: Well, then that meets the criteria that 
we talked about. We negotiate pensions based upon what 
standard we want people to have when they enter retirement. 


Hon .-Mrsukwinter: fives 


Mr. Wilson: Okay. So whatever you are going out 
at -- 50, 55 or 60 per cent of your earnings -- that is the 
standard agreed by the parties at the bargaining table. 
What we want is that standard still in play ten years down 
the road, that that person's purchasing power is relevant to 
what it was when they went out -- relevant to the earnings 
was what it was relevant to when they went out on the 
street. 


Hon. Mr. Kwinter: Let me put it in a simpler form for 
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you that maybe you can give me an answer on. Twenty years 
down the road the company goes out of business. They wind 
up the plan. They meet all of the requirements. They pay 
out the promise geared a hundred per cent to inflation. 
There is $20 million left over. Who does that money belong 
to? 


Mr. Lee: It belongs to the employees. The Federation 
is saying that there should under no circumstances be 
provision to withdraw surplus where a plan is ongoing or 
wound up -- never, under any circumstances. If the plan is 
ongoing, and there has been made full provision to protect 
the value of benefits against inflation, then it would be 
allowed under the Federation's view by the legislation that 
the employer could apply surplus against his ongoing 
contributions but only if he has made full protection 
against inflation. That would still leave it open to the 
parties in collective bargaining to negotiate an agreement 
which said that the employer was obliged to contribute at 
least a minimum amount and that would under no circumstances 
reduce his contribution. 


Mr, Chairman: Mr. Lane? 


Mr. Lane: Thank you, Mr. Chairman. Mr. Pattinson, I 
believe it was you that made reference to recommendation 5 
and said that we were going to have to deal with that at 
some length in this committee. I just do not quite see how 
you see it working. . 


"In the event that all or any part of an employer's 
business is sold to a new employer, the new employer 
shall assume all assets and liabilities of the 
exisitng pension plan and the old employer shall 
remain responsible for any unfunded liability on the 
date fof uthetsale h? 


What happens if the old employer dies or moves away or 
whatever? How is he going to be responsible -- 


Mr. Pattinson: Part of the problem today is the old 
employer is not transferring over all the assets and the 
liabilities. He is retaining that responsibility but he, in 
effect, freezes the people in the plant at that benefit 
level. We are saying it should be transferred to the new 
employee; he should take all obligations. 


You cannot negotiate with a ghost and you can find 
people who have their benefit levels five years later are, 
say, at $10 and the new benefits have been increased over 
the years to, say, §15. 


And I could site you examples of where that has 


happened, and it is very difficulty to negotiate with that 
new employer improvements for past service that are not his 
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responsiblity. That is why we are saying it should transfer 
over to the new owner and he should bear those 
responsiblities. 


We go a little further by saying the old employer, or 
the predecessing employer, if he has got én unfunded 
liability and the plan goes belly-up -- some of them do -- 
that they should not run immediately to the government 
through the Pension Guaranty Fund but there should be some 
obligation on that predecessor employer because he was the 
one who was responsible at the time for that liability. 


Mr. Lane: I can understand what you are saying and I 
understand that at the time of the sale the whole thing 
should be transferred to the new employer, but if it is not, 
I could see some difficulty in holding the old employer 
liable for it because he has probably crossed the river by 
that time. We do not know. How are we going to collect it? 
That is the part that bothers me in part of the Bill. How 
are we going to hold somebody responsible for something some 
time after it all happened? 


: Well, he has been funding that 
responsibility or that liability over a period of years. We 
have seen too often where they sell out and shortly after 
there is a claim made. 


Mr. Lane: I guess to me it would be more simple to 
make sure that it was all transferred at. the time of the © 
sale rather than holding him liable for it afterwards. 


Mr. Pattinson: Yes, I agree; that is what we 
wanted -- it changed over. But we have seen some sales that 
shortly after the sale the new company goes belly-up. 


Mr. Wilson: Mr. McCague, I just wanted to ask the 
Minister a question, if I could, following up to your 
comments as I think of it. When a benefit is negotiated on 
behalf of employees at the bargaining table, who does that 
benefit belong to? 


Hon, Mr. Kwinter: The employee. 


Mr. Wilson: That is fine. So it is a course of 
natural justice or logic that any benefit that flows from 
that is theirs as well? 


Hon, Mr. Kwinter: No, because you have to 
understand -- 


Mr. Wilson: What is the distinction? 


j Well, let me just -- Let us just go 
through the scenario. And I am just putting this thing out 
and I am saying I want to hear from you only so that I can 
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get an idea of where you are coming from to discuss aig 


I have sat on pension committees when I was the 
Chairman of the Harbour Commission and we had actuaries come 
in and compare our performance with the standard and see how 
we fit Into it “and all that “business prsoehlam very familiar 
with it What happens is that you have some pension plans 
that are being extremely well administered and others not so 
well administered. 


There is an interest on behalf the of the plan 
responsor to administer it well if there is some benefit 
that is going to accrue to them down the line. If you are 
saying: "This is the deal. You have for put this money in 
because this is the promise -- you know, the defined benefit 
plan -- and whatever winds up at the end goes to the plan 
employees, the members, and that you as a sponsor have no 
interest in that whatsoever other than as an obligation to 
your employees. You have the obligation to administer this 
in a prudent manner." 


Mr. Wilson: Well, the point that you fail to or 
refuse to recognize is that that benefit, that amount of 
money, has already been attributed to the package and as a 
result of that, that money does not flow in any other 
Girection. When you negotiate a pension plan and the 
employer actuarily costs that out and comes back and says, 
"That isrqoding EO°CcoOst -Lifty-centssan noun.toagive you. that. 
benefit," then we accept that. 


That is a determination or a determinant on what 
happens in the remainder of that set of negotiations 
relevant to the amount of money there, because any union 
negotiator will tell you there are two steps to collective 
bargaining. One is to define the pie and the second is to 
determine which way the slices are going to go. And if the 
pension determination cost or costs is part of the 
determination of the size of the pie and then it turns out 
it is not, then obviously we come up short. Do you propose 
to introduce legislation to allow us to recoup that in 
wages? 


Hon. Mr. Kwinter: No, but the point is -- 
Mr. Wilson: That is what I thought. 
Hon, Mr. Kwinter: -- the plan sponsor has an 


obligation whether or not the pension plan performs or not 
to meet that promise; is that not correct? 


Mr. Wilson: All right. Then let us come at it 
another way. Let us give us equal responsibility in the 
determination of the funds and we will accept that -- that 
package. 
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Hon. Mr. Kwinter: No; no. I am not asking you to 
accept anything. I just wanted you to clarify. 


Mr. Wilson: Okay. That one is not good enough for 
you either? 


HonjoMr eo Kwanter: «No... Iam not saying Chat. "I am 
not negotiating with you. I am just saying to you that at 
the present time -- 


Mr. Wilson: We are negotiating with you because your 
government has the authority to redress this legislation to 
suchwespoince-— 


Hon. Mr. Kwinter: Well, we are listening to you. 


Mr. Wilson: -- it would be beneficial to the people. 
What I am trying to say is that we have million, in fact, 
billions of dollars that are out there that technically 
belong to workers because a determination has been made in 
the bargaining process that that was their money. And when 
you do not recognize that you cannot just -- And then we 
come back to you, like I just said, and said, "All right. 
Let us set up a situation whereby those plans participants 
have some say -- one, in investment, and two, in how that 
money will be distributed." You are not prepared to buy 
into that one either? 


Hon. Mr. Kwinter:. No. 
Mr. Wilson: You cannot have both sides of the street. 


Hon. Mr. Kwinter: You know, there is an old Bob Hope 


Mr. Wilson: I am not old enough to remember him; I am 
SOrry. 


; Well, neither am I, but let me 
tell you that what you do is you remind me of a scene in it 
where he goes up to a bank teller and gives him a hundred 
dollars and says, "Could I have this changed?" And he 
counts it out and he sneers at her and she says, "What is 
the matter? Did I not give you the right amount?" He says, 
"yes, but barely." 


You know, it is exactly the same thing. What I am 
saying to you is this: If you enter into a contractual 
arrangement and that contractual arrangement is met, 
everything that you were supposed to get you have got plus 
inflation protection. 


Mr. Wilson: But it is not met. It is not met. You 


are saying it is met once the determination of the benefit 
is met. We are saying to you the obligation is not met 
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because the cost is not apportioned properly. We say the 
obligation is met when we get our 50 cents on the dollar's 
worth out of that pension plan and where it only costs 30, 
then somebody owes us 20. You will not recognize that. 


Hon. Mr. Kwinter: I am saying that union in 


negotiations -- 


Mr. Wilson: What are you trying to say? 


Hon. Mr. Kwinter: -- you negotiate whatever you want. 
Mos Wilson. ewe. do. 
Hon. Mr. Kwinter: And whatever you can get. 


Mr Wilson: We do. 
Hon, Mr. Kwinter: Okay. 


Mr. Wilson: But all we are saying to you is what we 
need is somebody to close the door now. There is a loophole 
that says that people can walk off with workers' money. 

What we are saying is we want that stopped. 


Now, there is another way we can stop it; we can go 
back to the bargaining table but do not want that. Do you 
want us to go back to the bargaining table in subsequent 
sets of negotiations and have strikes all over this province 
because we are trying to recover money from two or three 
sets of bargaining. Of course, it is a ludicrous situation. 


Hon. Mr. Kwinter: Well, where we have a difficulty is 
that I am talking in the abstract and you are talking in the 
specific. 


Mr. Wilson: Well, we bargain in the specific. 


Hon. Mr. Kwinter: No; no. What I am trying to do is 
iam, CLV INGet Oat InasOUt, a4principle,. a.) gal sole tying co 
negotiate here. I am trying to find a principle. What I am 
Saying to you is let us forget about what is going on now. 
Obviously there are problems and that is why we are here. 

We are bringing in a new Bill to try and correct that. 


What I am trying to establish is that when you sit 
down at the bargaining table -- and I do not care how you 
structure it -- you structure a deal that says, "Here is 
what we have to have, and not only do we have to have it but 
we want it protected against erosion by inflation." 


But once you get that, is that going to make you 
Nappy. cn Leametalkingyin the abstract fe if.vyounget -—— however 
way yOu want to formulate it =——- you get it, “you get 
inflation protection and they say, "Here is what we promised 


Farr & Associates Reporting, Inc. 


Gay 


and we give it to you." 


Mr. Wilson: Monty, I guess what you are saying to me 
in the abstract, if you are giving people the protection 
when they retire in 1987, that same protection of purchasing 
power in 1997, then we have to say "Yes" to your question. 


: Okay. And all I want to know and 
the added thing is, if there is money left over, where does 
that go? 


Mr. Wilson: Well, we will figure a way to get it back 
because it is ours anyways. 


Mr. Lee: There is two specific recommendations on 
that issue, too. What the recommendations of the Federation 
say is that where the plan is ongoing, the employer would be 
able to apply any surplus remaining after provision has been 
made for inflation protection to reduce his ongoing 
contribution to the employer. If he does retain exclusive 
control over the fund he does maintain a very real incentive 
to administer the fund efficiently if the plan is ongoing. 


If the plan is not onging, the employees never get a 
chance to come back at that employer to negotiate 
improvements in their pension, and the employer should not 
be allowed to withdraw the surplus. We-do not want 
employers to have a surplus to have an incentive to close 
their plants to get the surplus out of the pension funds, 
and believe me it will happen. 


Mr. Wilson: Mr. McCague, I am sorry. I have to 
leave. Mr. Pattinson and Mr. Lee are prepared to continue. 
I have to go to Sault Ste. Marie and thwart the initiative 
of the federal government on behalf of the free trade 
initiative, and I would join your government to join us in 
that, Mr. Kwinter, more publicly than they presently are. 


Mr. Chairman: Well, we will excuse you. As a matter 
of fact, if I am permitted, I would like to excuse the three 
of you. 


Mr. Wilson: Well, I appreciate the power of the 
chairperson. 


Mr. Chairman: Thank you very much, gentlemen. 

Mr. Wilson: Pleasure. Thank you. 

Mr. Chairman: The next presentation we have is from 
the United Rubber Workers, Local 232, Mr. Birrell and Mr. 
Lang. Will you please introduce yourselves or one of you 
introduce the three of you and then please continue. 


Mr. Birrell: My name is David Birrell. I am the 
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President of Local 232 United Rubber Workers. On my left is 
Allan Lang; he is the Vice-President of the local union, and 
on my right I have Len Bruder who is the District Director 
of the United Rubber Workers in Canada. 


Mr. Chairman and members of the committee, my name is 
Dave Birrell. I am President of Local 232, United Rubber 
Workers representing the workers at the soon-to-be-closed 
Goodyear factory at 3050 Lakeshore Boulevard West in 
Etobicoke. 


Local 232 of the URW is the bargaining agent for the 
workers at the Goodyear plant which is to be closed on May 
the. 31st,, 1987, putting, 1300 workers,;out tora gop. The 
passage of Bill 170 before this date would enable 
approximately 300 of our people to qualify for their pension 
at.an earlier date. 


We would like you to focus your attention on Section 
75 of the revised Act. This particular Section deals with 
the age and years of service clause which defines the 
eligibility for pension benefits upon wind-up of a pension 
plan. This is meant to replace Section 26 of the present 
Pension Act which states that a person must be 45 years old 
with no less than 10 years of service before they can 
qualify for the provisions of this Section. We feel that 
this is clearly an age discrimination clause and violates 
the Canadian Charter of Rights and Freedoms. 


Under Section 7/5 of Biil,170,) therepare nox age 
requirements and a simple formula of age plus years of 
employment totalling 55 would qualify a person for the 
benefits outlined in this Section. We feel that this is a 
reasonable compromise and does not penalize a person simply 
because of age. 


Example: First person aged 45 with 20 years of 
service would be able to grow into his earliest possible 
pension date. 


The second person, aged 44 with 20 years of service 
would not be able to grow into an early pension and would 
have to wait unless he was 65 years old. 


Under present pension law, the second person is being 
discriminated against because of his age. Under the Bill 
170, Section 75, the second person would be able to grow 
into an early pension like the first person. 


We would like to impress upon you the urgency of our 
present situation. Uthe plantawills bevclosing anwa matter of 
weeks. For hundreds of our members, the future will involve 
financial hardship, family disturbance and emotional 
upheaval. We implore you to act as quickly as possible to 
get the Bill before the Legislature for quick passage. 
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We also feel that Section 75 should be made 
retroactive to January lst, 1987. In so doing, workers in 
several other plants other than Goodyear would have the 
Opportunity to qualify for earlier pensions. 


I wish to thank the members of the committee for the 
opportunity to present this brief on Bill 170 to revise the 
Pension Benefits Act, and I will be happy to answer any 
questions you might have regarding this brief and the 
position we have taken. 


Mr. Chairman: Thank you. Anything either of you wish 
to add? 


Mr. Birrell: We have a fair number of people who 
have sustained injuries in the plant and who fall into this 
category who will not have the forty-five and ten on May the 
3lst. Now, some of those people have sustained back 
injuries, have lost limbs, and their chances of getting 
employment after May the 3lst are slim. Obviously if the 
Bill was passed, in particular Section 75, that would go a 
long way to help those people. At least they would have 
some kind of an income after they lose their jobs on May the 
31st. 


Mr. Chairman: Mr. McClellan? 


Mr. McClellan: Thank you, Mr. Chairman. I gather you 
are making two points. One has to do with the urgency of 
your own situation, and I understand the deadline there is 
May 3lst, so you need legislation in place to protect the 
1300 Goodyear workers. 


And the second point is you are questioning why 
pension members who are in a plan that is being wound up are 
not subject to ten and forty-five as opposed to Section 75 
which has an age plus service equals fifty-five. I would 
direct that to the Minister, if I may, Mr. Chairman. I was 
confused, too, as to why there was a difference in the way 
people were entitled to a benefit depending on whether or 
not the plan was being wound up or not. 


And number two, would it not simply make sense to 
extend the two years vesting rule? Well, deal with the 
first part first and then we can discuss the application of 
retroactivity of two-year vesting. 


Hon. Mr. Kwinter: Well, what we should do is call on 
the people who can give you the background on this because 
this is -- A lot of these items have been discussed and I 
would assume -- I do not know whether Jerry, you can correct 
me. Isithiswpartweof (the |consensus? 


Mr. Cooper: No, sir. Do you want me to answer here? 
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Mr. Chairman: We had better get you to a mike 
somewhere. 


Mr. Cooper: Section 75° of the’ Bill does» noterelate to 
vesting at all. It establishes the situation of what 
happens when a plan is wound up. Right now under the 
equivalent Section in the Pension Benefits Act persons who 
are forty-five and ten or statute vested are entitled to 
extra entitlements on a plan windup, and it is directed -- 
the philosophy was that it was directed to older, longer- 
service employees who may have more difficulty finding 
subsequent employment. 


Because there is a reference to age in that formula, 
Bill 170 goes the magic number route -- and you mentioned 
before the number is 55, a combination of age and service -- 
but it does not relate to the entitlement under the plan. 
It relates to extra benefits that someone who fits in this 
category is entitled to on a wind-up. 


Mr. McClellan: But the brief indicates that the 
present Act triggers in extra benefits on a forty-five and 
ten basis; is that correct? 


Mr. Cooper: The reference for the equivalent 
provisions is someone who is forty-five and ten, and we are 
going to. the formula of age plus service. 


Mr. McClellan: And the witnesses are arguing that the 
new proposals are more stringent than the old ones. 


> NO. J think ttneyeareeanquing .toeche 
contrary, that they would like Section 75 to be retroactive. 


Mr. McClellan: Okay. So then we have the nub of the 
question which is retroactivity which we raised earlier. Is 
this something that could be -- I do not see myself why this 
section could not be given a retroactivity date since there 
are going to be a number of retroactive features in the Bill 
when we pass it. 


rj : Well, the only difference being 
that in the retroactive features of the Bill we did that in 
order to make sure that we could regularize a transition. 
We had sent this document out for circulation. We had a 
draft Bill that was distributed a year ago March. The 
industry has been looking at this Pension Benefits Act and 
have been anticipating it. 


We had hoped that we could target January the lst, 
1987, as implementation date. We could not, but what we did 
is we felt there were certain things that could be done 
without legislation where we could stipulate that these will 
be retroactive to January the lst, 1987, and that everything 
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else that required legislation would come into effect 
January the lst, '88. It would all have to wait for 
legislation but that in order to sort of make the 
transition, we would put everybody on notice on these 
particular provisions. 


But the whole Bill is meant to be prospective and not 
retoactive. I have not got an idea of the cost 
implications, but let me tell you that they would be 
horrendous. 


Mr. McCleilan: I understand what you are saying but 
you did not introduce the Bill until December 9th, '86, so 
obviously you were not able to meet your January lst, '87, 
deadline for reasons which you have outlined. 


Hon, Mrs Kwinter: Yes. 


Mr. McClellan: And nobody is disputing that. The 
consultation process, et cetera, took a lot longer than you 
had anticipated. But we have had the experience of rent 
review legislation that went through precisely the same 
lengthy consultation process, and the original deadlines, 
which were August the lst, 1985, obviously could not be met. 
But when we passed the Bill last fall, we made the Bill 
retroactive until August lst, 1985. 


There were cost implications there but people had been 
put on notice exactly as the community has been put on 
noticeswith »respect to Bill 170. And I think’ that the 
argument that applied to the rent review legislation is 
equally valid when applied to this legislation. Nobody is 
going to be surprised. Everybody was expecting this 
legislation to be in effect as of new year's day, 1987, and 
these workers are, quite frankly, in a desperate situation. 


I think that they should make a commitment not to 
allow their money to be appropriated from them. We should 
make it possible for them to obtain their pensions. I think 
that is easy to do; it is within our power to do with a 
simple amendment that -- 


Hon. Mr. Kwinter: Well, that is something we will 
have to deal with at clause-by-clause. 


Mr. McClellan: I think we have to and I am sure all 
members of all three parties would support that proposition. 
I certainly hear the message that you are giving loud and 
clear, and I think you have every right to expect the 
protection of legislation in the terrible circumstances that 
the Goodyear workers find themselves. 


Mr. Chairman: Mr. Lupusella? 
Mr. Lupusella: Thank you, Mr. Chairman. The question 
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actually was supposed to be raised before the Ontario 
Federation of Labour, but I think that I can make some 
relationship between their question and their brief. On 
their presentation in the blue book in answering to problems 
affecting Bill 170, of course they brought to our attention 
negative expects of the Bill. Did you see any particular 
improvement to the scheme of the private pension which 
eventually will bring positive aspects to workers? 


They talked about negative aspects of Bill 170. Do 
you see any positive aspects of that Bill which eventually 
will improve the pension scheme for workers across the 
province? 


Mr. Birrel]: Well, I really have not had a lot of 
time to read through the Bill and I have not read the OFL's 
brief. I have been busy with other things. When a plant 
closes down it is a horrendous problem of not only the 
everyday things that we have to handle, but over and above 
that, the plant closure. 


Certainly I think that with some improvements in the 
Bill, particularly Section 75 whicn=1s"one’ we-are 
particularly concerned about at this time. I do not really 
know how to answer you other than that, but I really have 
not had a chance to read all of the Bill and read eh 
Ontario Federation of Labour brief. 


Mr. Lupusella: JI accept your explanation and I am not 
going to pursue the same question. But they made the 
statement on page 1 which was part of their introduction, 
and their position was that the overall level of benefits 
enables working people to maintain their living standards in 
retirement. 


Now, let us think for a moment. At age 65, immigrants 
across the province of Ontario do not have enough 
contribution to reach the maximum on their Old Age Security 
Pension and the Canada Pension plans. Therefore, the 
federal government comes out with a formula which is called 
the "Supplementary Pension"; am I correct? 


Now, if Bill 170 makes improvements for people, at age 
65 they have to declare this private pension plan to the 
federal government which means a reduction of their 
supplementary pension which they are presently receiving 
from the federal government. What is your position on that? 


Mr. Birrell]: Well, we are in the same position. 
Anybody who retires before age 65 is entitled to a 
Supplemental pension from the company and obviously when 
they reach age 65 the supplemental pension drops away and 
the Canada Pension takes over. We would love to see that 
changed whereby our members could hang on to the 
Supplemental pension and still receive the Canada Pension, 
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Mr. Lupusella: But, you are well aware that 
immigrants who came to Canada maybe ten, eleven years ago do 
not receive the maximum from the Canada Pension Plan because 
they did not contribute for-so many years. So the level of 
their pension is low and therefore the supplementary pension 
will provide further benefits to reach the maximum amount of 
their pension. 


If we are fighting now to improve the private pension 
plans of workers across the province of Ontario, do you 
agree with me that a good majority of workers who are 
immigrants eventually will lose their supplementary pension 
because of this improvement? 


Mrs Birrell sa wel lxat do not know whether I could 
really answer your question or not; I have never really 
looked at that problem. I understand what you are saying 
that people who have only been here for ten or twelve years 
and obviously they have not made enough contributions to the 
Canada Pension Plan to qualify for full benefits. I certain 
think something should be done about it but I do not really 
know -- 


: So do you see as a result of that 
really financial gains coming from the private pension plans 
-when in fact the federal government will diminish the 
supplementary pension? I am sorry that you were trapped by 
my questioning because I was supposed to raise this question 
with the Ontario Federation of Labour. 


Mr. Birrell]: Maybe I do not really understand your 
question. Are you saying that people in the trade union 
movement should try to improve the lot of those people who 
have only got ten or twelve years' contributions in the 
Canada Pension Plan? I think probably the trade union 
movement would find that pretty difficult to do because you 
bargain as a bargaining unit. You bargain for everybody as 
a whole and I think that we would find that difficult. 


Mr. Lupusella: Thank you very much. 

Mr. Chairman: Mr. McClellan? 

Mr. McClellan: One other question I almost forgot to 
ask and that again is to the Minister. Can you tell us 
whether the pension plan in question here has a surplus in 


its account? I am sure your officials are still here 
lurking around. 


Mr. Kruger: No, it does not. 
Mr. McClellan: It does not. 
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Mr. McClellan: Oh, you know that? 


Mr. Kruger: (inaudible) 
Mr. McCleklans Good. "Thank, you, (Mo. Chairman: 


Mr. Chairman: Any further questions? Thank you very 
much, gentlemen. 


Mrs Birrell: 6 Thank tyou. 


Mr. McClellan: We have got the information about one. 
Now there is only 4,999 to go. 


Mr. Chairman: The next presentation is from D.S. Rudd 
Associates Limited. Mr. Rudd, if that is the correct way to 
Say it. 


Mr. Rudd: That is right. The Scandinavian version 
has two "u's" and it is called "Rude" which I sometimes get 
because of the (inaudible). Today I shall never be "Rude" 
always just "Rudd." 


Mr. Chairman, Mr. Minister, gentlemen, ladies, my name 
is Bill Rudd. I am an actuary involved with pension plans 
Since before I was an actuary really in 1954 at least part 
time. I am part of the ancieu regime in that I was on the 
Pension Commission of Ontario from 1963 until I resigned 
effective from the election call in 1985, having been 
nominated in 1984 for a provincial election. 


I spent most of my working life with London Life 
Insurance Company and left there in '82; I had been their 
chief operating officer. I have been running a small 
actuarial firm since. I am half-time at the University of 
Western Ontario which is endeavouring to set up a Canadian 
Centre for Pension Studies. I lecture there in social and 
private pensions in Canada and in an elementary actuarial 
science course. 


My brief today is quite brief. I could write quite a 
bit but technical stuff generally I will be sending directly 
to the Pension Commission of Ontario. They are used to 
hearing from me. 


My first item is Sections 37 and 38, something I am 
trying’ to untangle. Way back. in-1963, the,first.Act: passed 
just dealt with vesting in pension plans at age forty-five 
and ten years of service. Multi-provincial companies 
promptly descended upon the government saying, "No fair. 
You cannot make legislation; you are ultra vires affecting 
Our employees working in Manitoba, Quebec and wherever." 
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So we drafted a uniform Act in consultation with the 
other provinces, and I was part of the drafting team and I 
have been involved in a lot of the drafting of amendments 
and regulations over the years. We devised a concept of 
uniform Act and put in those words, "service in Ontario or 
in a designated province." 


Good idea. We had hoped we could get going the same 
concept as there was in the Insurance Act, where there was 
uniform legislation in all the provinces -- even Quebec now 
for all intents and purposes -- and that people in pension 
plans all over Canada -- it did not matter where their 
employer was, it did not matter where their plan was 
registered was -- the various provinces passed legislation, 
common law, and one jurisdiction would administer the plan 
on behalf of all the other jurisdictions. 


Hence the concept of adding, "and in a designated 
province" because every province was going to have the 
forty-five and ten rule. Well, unfortunately after some 
years, uniformity disappeared. Pensions are too sexy 
compared to life insurance law to have uniform legislation. 
We see it here in Ontario. There was a consensus. The 
provinces are not, following, it.epOntario as soing «to. put. in 
indexing though the western provinces were against it during 
all the negotiations. 


So uniformity has disappeared. There is no longer 
forty-five and ten in other provinces. Bill 170 does not 
contemplate it but it will not be January 1, 1987, in the 
other provinces -- just in Alberta and in the federal Act 
and the things under federal jurisdication like the banks 
and so on. 


The wording does not work and it causes confusion. 
Thus, I think the words, "in a designated province" should 
be dropped. The Attorney General's department told us then 
we could legislate with respect to service in Ontario. That 
should stay, but "in a designated province" is just 
confusing. 


Incidentally, there is at least one province that 
believes that the final location determines everything. A 
chap is working in a multi-provincial plan in Saskatchewan. 
He terminates employment in Saskatchewan. He gets the 
Saskatchewan law. If before that his employer transfers him 
to Ontario and he terminates employment in Ontario, 
everything is Ontario law. If before that though he is 
transferred to to B.C. which has no legislation and 
terminates employment there, no statutory vesting at all. 


Well] ppmost soffeus do «not <Eollow that; awe -believe the 
conceptethatarsmin: this Act sand thatpOntarioanas spower (to 
legislate with respect to vesting, locking in and all those 
things with respect to benefits earned or created while in 
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Ontario. So please drop the "in a designated province" in 
Sections 37 and 38 and other sections such as Section 64 
dealing with locking-in of contributions. 


It is necessary to support the inter-provincial 
agreement. This section could be included elsewhere in the 
administration of other Acts just-as there is material in 
the Regulations dealing with the federal Act. 


There is a technical note at the end of the brief 
which comments that vesting is a state that occurs without 
terminating employment. For U.S. corporations we are 
required to value plans showing the amount of the vested 
benefits. "Vested" means having met the requirements of 
age, service or whatever. The way the Act reads in this 
redraft, vesting only happens if you terminate. Minor 
technical point. 


The next thing, Section 38, the two years of 
membership. The consensus was five years of service and 
somehow that evolved into -- Sorry; five years of service in 
conjunction with a maximum eligibility period of two years. 
Alberta still has gone that way. Somehow it evolved into 
two years of membership. 


Well, for an employer that grants eligibility almost 
immediately, that makes the plan much more expensive, more 
cumbersome to administer, .it will. encourage employers -- I 
would have to advise any employer: Go to two year 5 
eligibility. I would suggest you go to four year service 
and in conjunction with maximum two-year eligibility, that 
is two years in the plan vesting “as *usualon,ButiJitvwill not 
penalize employers who let employees into pension plans 
earlier. In fact, go back to five years; that was what the 
consensus waS. Minor point but another straw on that 
camel's back that is making pension plans very difficulty to 
PUStiLy. 


Section 40(1) in Section 40 in effect turns the main 
purpose of this section here -- I have got it in my brief -- 
turns almost all contributory pension plans into a money 
purchase plan for the great bulk of their employess up to 
December 3lst, '86. 


I had a large part with that wording being in the old 
Act to protect employees as interest rates rose and employee 
contributions provided ever more value even greater than the 
value of the deferred pension benefit. It still is 
required; it should be at the end of the Section. 


What happens now, all the benefits after January l, 
‘8h, there is “thevs0 (per *centicostiesharing linkthe 
contributory plans. The employee contributions can not 
provide more than half the benefit. Great job for 
actuaries. Any time anybody terminates employment, an 
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employer has got to get an actuarial cost of the benefit. 
But anyway there is a limit and excess employee 
contributions can be refunded. 


Human Rights codes do not let an employer charge an 
employee an increasing contribution by age for the 
increasing cost of the benefit. However, we get around it 
by the 50 per cent rule. And after you quit we can then 
readjust the cost. Fair game. But the test that the 
pension benefit cannot be greater than provided by employee 
contributons should then be a applied after that to the 
total pension from pre-'87 and post-'87 and the remaining 
required employee contributions that were not releaseed 
under the 50 per cent rule. 


The way. it is now, in effect, it°is a retroactive 
increase in cost to employers with contributory plans which 
will show up in the future. The principle is okay; the 
subsection is in the wrong place. 


Section 49 - Pre-Retirment Death Benefits: Ladies 
and gentlemen, how this all got into the place, into this 
act -- small "a" act in general -- was that everybody in the 
many years of pension reform, which went on interminably, 
everybody is concerned about all the widows without any 
pension income in their retirement years so the thought was: 
Let us force pension plans to provide a death benefit which 
would be locked in just like the husband's money was -- if I 
may assume a husband and wife relationship; I am not saying 
his and her all the time -- just as the husband's money was 
locked in if he terminated employment. Similarly, if he 
died there would be a locked-in death benefit that the widow 
would have to put in a locked-in retirement savings plan so 
that when she got to 60, 65 or whatever, she would have 
something that she would be forced to use as pension income. 


I do not know what happened in the inter-provincial 
conferences at the upper levels -- I used to be at the 
official level, not at the Ministerial level -- but somehow 
all that got lost between 1984 and now. Now, we find in 
Section 49 pension plans must provide a death benefit -- a 
very inefficient way to provide a benefit because itis 
taxable income to the beneficiary. That is why most plans 
provide the death benefit through group life insurance. 
They must provide a death benefit; the widow can spend it 
however she sees fit -- which in one way is all right -- but 
the original purpose, as I say, is all lost. 


We increase the cost of pensions to provide a taxation 
in effect of death benefits which therefore now we are going 
to have provisions you can provide through group life 
insurance. Why not legislation that every employer must 
provide group life insurance if that is all we are trying to 
do? Why increase the cost of the pension plans? 
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So I am whistling in the dark at this stage of the 
game, but there is the background of how this idea arose and 
it has now all disappeared. It is now just a compulsory 
death benefit that in a non-contributory plan increases the 
cost of pensions by about 15 per cent to provide what the 
employer usually provides through life insurance. 


So either return to the original concept of a locked- 
in benefit for that widow's eventual retirment income or 
arop.1ts 


Section 49 and Spouse: When I was dealing with the 
federal boys on Bill C-90, the corresponding federal law, I 
asked an actuary in the department of insurance on this 
question of spouse and it is worse in the federal Act. It 
is your legal wife, your bigamous wife or the last gal you 
lived with for one year. I asked him, "Does the chief 
record keeper of the federal civil service plan know whether 
you are living with your wife or not if you die and have to 
pay a death benefit?" 


He said, "It does not matter because we are not going 
to be underneath the Pension Benefits Standards Act." 
Imagine in your own civil service plan this business of you 
have got to pay it to the spouse. Who is the spouse? You 
do not know. 


Secondly, why force the employee to pay his death 
-benefit to his spouse? A happily married man with a rich 
wife or a happily married woman with a rich husband, you do 
not require that in group life insurance. Why are you 
suddenly landing in on the poor pension plan as if they did 
not have enough administrative problems. It is part of that 
idea that is long lost, this locked-in pension for the 
widow. Let the pension plan member handle his or her death 
benefits as he sees fit. 


My gosh, if you must have a death benefit, why get all 
tied up except maybe in the early retirement period where 
you can say you must assume he early retired and elected 
that option of joint and survivor annuity. 


This is an example of what is frustrating people with 
pension business, the overkill that is in this legislation 
that happened because it dragged on for so long. The major 
issues like indexing as ten years ago disappeared and we are 
into things that are nothing about administrative headaches. 


That leads me to the Family Law Act. I just spent 
last Saturday at a Law Society of Upper Canada seminar for 
local lawyers, and, much to my embarrassment, judges, 
because I used the example of a case I have been in with a 
judge for a week aS an expert witness. 


Pensions and divorces are becoming terribly 
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complicated. You have one regulation in the draft; please 
do not confuse an already difficult issue. I think the 
Family Law Act has to be rewritten and the Regulations if 
anything should be under there -- not under the Pension 
Benefits Act. 


There is one thing you might look at in this. I am 
not sure that the court orders involving division of 
pensions also incorporates sufficient power to do what Judge 
Kerr (phon.) wanted to do in the Porter (phon.) case and 
also divide the widow's pension. If any of you members die, 
your widow gets a pension. Well, if there is going to be a 
court order dividing your pension with your first wife and 
your second wife, the judge should be able to divide clearly 
the widow's pension between your first wife and your second 
wife. All of you I trust are happily married and this will 
never become a problem. 


Section 53 - Sex: The Ontario Human Rights Code in 
force for many years now recognizes that under the defined- 
benefit type of plan ruled again as benefits; therefore, 
benefits shall be equal and they almost always were in most 
plans anyway. In fact, females had a better benefit often 
of greater value. They could retire at 60 before these 
things. But, on the other hand, a money purchase plan they 
recognize as another animal. Equal contributions: equal 
value was the principle. 


Now Section 53, and it is a. popular thing, states that 
the amount of the monthly benefits must be equal under a 
money purchase plan that automatically confuses and destroys 
a simple contributon greatly liked by the small employer who 
wants a simple plan, does not want to be paying highfaluting 
expensive actuaries to do all kinds of plan design and 
evaluations and calculations and terminations of employment. 


All of a sudden he has got an actuary involved for a 
continual changing additional contribution for females or to 
find non-existing unisex rates which eventually be 
effectively female rates. 


- No; I cannot recommend a money purchase plan to any 
small employer any longer. With all the bureaucratic 
problems that we are going to have in running pension plans, 
that is just another one that is killing the simple plan. I 
would say: "For gosh sake, Mr. employer, do not touch the 
Pension Benefits Act; go to group registered retirement 
savings. Stay away from the Pension Commission of Ontario 
or whatever province you are in. Keep life simple for 
yourself." 


So I recognize that equality by sex is a lot of 
political power. It is what is meant by "equalicy se = 
Suggest you look again at the Ontario Human Rights Code and 
not worry about the purists and the Charter of Rights until 
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you have to. 


And that leads me to Section 54. Mr. Minister, I did 
not know you were going to be here today and I have got a 
statement here: "I find this one amazing and I am surprised 
that the Minister allowed it to go through.” I presume you 
had strong pressure on you from some place. 


The joint and survivor pension: You are going to hear 
a lot about this and I am not going to take much time. In 
principle it contradicts Section 53 which said there must be 
equal benefits and not equal value. If applied logically to 
the defined benefit plan, you have got to give males higher 
pensions than females because their pension is of less 
value. 


What has been acceptable in most civil service plans, 
including yours -- the province of Ontario, the federal 
civil service -- is in the Canada Pension Plan. In 
negotiations for that, Mr. Kwinter, the government should 
have insisted that the Canada Pension Plan be changed as 
part of the round they just went through. It is suddenly a 
no-no. And it has caused a lot of hilarity out there. I 
would suggest you drop it. 


Indexing: You heard about it today. It is not the 
purview of this committee. I would like to say that 
personally I agree there should be some type of indexing 
such as we had in the '84 proposals, but it should be . 
capped. There is no private sector employer can depend on 
what a future government will do in printing money bringing 
Oniyinidiation. 


You know, inflation used to mean the debasing of the 
currency -- clipping the coins in the old days, putting a 
lead in with the silver and so on. Now inflation, in our 
common jarson -- ever since the oil shock anyway -- has come 
to mean any increase in the consumer price index. Taxes or 
whatever can knock it up, and I hear the government is going 
to try and develop one without taxes now that we are going 
to; thestransfer tax. 


But looking at the state of government finances in 
Canada, I personally feel that it is a problem for me 
approaching retirement that we are going to have more 
inflation and therefore I would think we should have some 
inflation protection. But it has got to be capped; you 
cannot leave the private sector taking on unknown 
liabilities or they will just say, "To hell with it" and get 
out of that type of pension plan. 


And incidentally, if you are going to require 
indexing, what is sauce for the goose is sauce for the 
gander. You should require that money purchase plans -- 
Also the employee, cannot get the high initial pay-out; he 
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has got to take a low initial pay-out and take an indexed 
annuity. You have got that one. 


I got Don Blenkarn convinced that the -- Well, I will 
not get into that. 


Incidentally, the probable inclusion of indexing makes 
it even more important that the re-drafting of Sections 37 
and 38 not get into the vesting of stuff in other provinces 
which are outside of your jurisdiction. In the eighty-five 
one Guaranty Fund when the provinces were worried it might 
have to pick up some money on that, you will notice that the 
Guaranty Fund section only refers to benefits for service in 
Ontario, period. No designated provinces there. 


Life Annuity: This is a recommendation. The complete 
flexibility of RRSP now. It is just tax deferred savings. 
You can do what you want with the money. You do not have to 
buy a life annuity. If you do buy a rift for an annuity 
certain, you can change your mind and commute it and spend 
the money going around the world twice on the QE II. Pay 
your taxes. It makes the pension plan look terribly 
restrictive -- just awfully restrictive. 


So I would hope, Mr. Minister, that in co-operation 
with the Department of National Revenue, who have the main 
requirement as well as the -- that the term "life annuity" 
include the annuity certain to age 90 as it does for RRSP 
and the concept that registered retirement income fund so 
that people do not have to buy a life annuity. 


You are going to have a lot of money, purchase money, 
in effect from these transferred amounts and so on floating 
around, and the federal politicians will tell you the heat 
they have been taking as the RRSP money came to Maturity, 
which has lead to a continual series of liberalizations and 
RRSP rules -- People do not like to be told once they 
realize what is happening to them. 


Even better, restore the pre-1953 -- that is how old I 
am in this game -- ability of employers to have a provision 
in the pension plan which gives the employee a lump sum 
option at retirement. I know a very large group of 
employees and a large money purchase plan, and the 
knowledgeable ones are going to want that plan suspended and 
from here on in it is group RRSP, the employer contribution 
just a taxable benefit, and then there is no forced life 
annuity when they get to retirement. Group RRSP is going to 
take over because there is so much restriction on pensions. 


Now, about twenty-five years ago I was doing this to 
the portable pensions committee. I set myself up as the 
unasked-for representative of the small group pension plan 
because big labour, big corporations, appear at these 
things, but the little guy is not here. But we now have cue 
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small business organizations. And that committee was full 
of zeal to lock in employee contributions, lock in all 
benefits right from an early age, try to tie everything 

down -- just as this Act is doing ~- make sure that no 
employer or any employee could escape the majesty of the law 
which was going to do good to everything whether or not they 
wanted to have good done to them. 


And thus it is with a sense of deja vu that I am here 
today looking at enactments. Just does that full of 
detailed requirements on the employer. As I said, doing 
good to members of pension plans whether or not they want to 
have it done to them. 


Compounding all this -- you are not operating ina 
vacuum -- is that the feds down there in Ottawa have brought 
out a horribly complex new set of rules for taxation. 
Pension plans used to have a taxation advantage for most 
people -- employers and employees. If anything, they 
probably have a disadvantage now unless you are in a civil 
service-type fully indexed maximum plan. 


There is no longer a taxation incentive to have a 
pension plan and with RRSP's full flexibility, no rules 
about eligibility, no rules about locking-in. Somebody aged 
28 terminates employment, "You are too stupid to handle your 
own money; it has got to be locked in. I do not care if you. 
want to buy that house. Your money is locked in." The new 
tax rules and the new Act combined put a large and expensive 
administrative burden on employers and unwanted restrictions 
on employees. 


The actuarial profession is going to be doing double 
valuations under the draft regulations -- maybe a third 
because of the chartered accountants -- an actuary required 
to handle the termination of employment, which will be great 
for actuaries and great for civil servants but expensive and 
time consuming for employers, delays for employees. The 
intentions are good but extremely paternalistic. They deny 
young people access to their own funds on termination of 
employment, and I am afraid it will be self-defeating 
despite many good features. 


I could not recommend any of my clients with less than 
500 employees to have a group pension plan -- just could not 
do it unless there are particular circumstances. 


Now, I am all for pensions; I devoted twenty-odd years 
of my life to working on it and I almost weep when I see 
what is happening. I am afraid the disincentives that are 
now there between the federal actions and what reform has 
turned up. As you will see I am for pensions and I am for 
indexes, so I am not a mossback. 


So please remember young people do not want to save 
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for retirment at aged 28 when they terminate employement, 


not if they are trying to buy a house, educate kids and buy 
clothes. 


In 1984 legislation said, "You are not locked into 
until age 40." Now everybody will start worrying about the 
Human Rights Code. Well, okay, we get around that by using 
age plus service equals a magic number of 55 or something. 
All right. Age plus service equals 45. Do not lock 
everybody in from a young age -- really. Have faith in your 
citizens. Do not treat your employees and pension plans as 
if they were mentally incompetent and should be under the 
care of the public trustee. The old consensus that we 
worked on for twelve years is dead. The uniform act is 
dead. Think for yourselves. 


Thank you, gentlemen, for listening to me. 


Mr. Chairman: Thank you. Any questions? Mr. 
Kwinter. 


Hon 7! rs. ekwinter: «Mrs eRudd,. 1 just want to get a 
clarification I am sure you can give me. On your Section 38 
when you talk about the two years of membership, I do not 
quite understand that. Right now, under the provision of 
the Pension Benefits Act that we are considering, effective 
January the lst, '87, we are proposing two years 
eligibility. 


Mie RudGs .Yes. 

Hon. Mr. Kwinter: And then two years for vesting. 
Mreeeodd ‘sehighus 

Hon. Mr. Kwinter: Which is four years. 

Mr. Rudd: Right. 


Hon. Mr. Kwinter: How does that differ from what you 
are proposing? 


Mr. Rudd: Let us say I am an employer that has let 
people into the pension plan after six months. I have 
vesting at two years and six months of service. That is 
expensive. It encourages me to say, "Okay; here on in 
vesting eligibility is the maximum two years." 


If you leave vesting at service four years, you do not 
have as expensive a benefit and it is the way we used to do 
things -- not that that matters, I suppose. Two years' 
membership means that an employer that has a short 
eligibility period has high costs on turnover —— higher 
COSstis ZOneLUrnOVEer. 
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Your two years of membership gives some relief on the 
costs vesting on short-service people. You have got four 
years if you use the maximum two years' eligibility. Now, 
why force employers to institute two years' eligibility 
periods just to get four-year vesting? Why not let them 
have four-year vesting and let people in at six months or at 
date of hire often in contributory plans or after a six week 
probationary period? 


In a contributory plan it is going to be very 
expensive just to deal with the termination of employment 
benefits. You have got to hire an actuary to give you the 
50 per cent costs to do a calculation. Are you with me? 


Hon. Mr. Kwinter: Yes. 
Mr. Chairman: Any other questions? Mr. Guindon. 


Mr. Guindon: I just want to ask you one question. Do 
you think that this small business -- under 500 or 400 or 
whatever -- would rather go to a profit-sharing plan than go 
into a pension plan? 


Mr. Rudd: It would be much easier for them. The 
easiest thing for administrative purposes is a group RRSP. 
Let us say you have got a five and five money purchase plan. 
You say, "Okay. We, as the employer, I am going to, in 
effect, increase your pay by 5 per cent -- it is a taxable 
benefit -- it will go straight into a.group RRSP I am 
setting up for all of you. Everybody will have your own 
little RRSP. I provide administrtive services at my expense 
as your employer. Your 5 per cent will now go into there. 
As a condition of employment you cannot withdraw it as long 
as you are in my employ, but once you leave, you can do what 
you want with it -—~- cash it, pay your taxes, buy a car, put 
in into a mortgage, keep until you retire, whatever -- but 
it is your money. 


Under this new Act pension money is going to be vested 
almost immediately anyway. So I could set up my group RRSP. 
I can have five year eligibility, ten year eligibility, pick 
whom I want. But in fairness, if I had a pension plan with 
one or two years eligibility I probably would keep that and 
just turn it into 10 per cent group RRSP paid as a taxable 
benefit by me. 


I avoid all you gentlemen. I avoid a whole lot of 
nonsense with the Department of National Revenue. The 
administrator of the group RRSP just gives the guy receipts. 
I do not have to report pension adjustments to Ottawa. I do 
not have to do calculations of the sum of the pension 
adjustments versus what he actually got which is an unfair 
calculation also. Life is so simple, just so simple. And 
it is not all your fault; it is partially what they have 
done to the taxation system down in Ottawa. 
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Mr. Guindon: Thank you. 


Mr. Chairman: Any other questions? Thank you very 
much, sir? 


Mr. Rudd: Thank you. I welcome the opportunity. 
Mr. Bernier: What riding did you run in? 
Mero sRuddinebatriedga tong shot <——sTRondongecentre. 


Mr. Chairman: The next presentation is by the United 
Senior Citizens. Mrs. Joyce King is the President and with 
her is Mr. Hanmer, a member of the executive. 


Ms. King: Good afternoon, ladies and gentlemen. With 
your permission, I will read an opening statement from our 
brief and then I will turn it over to Mr. Hanmer who is our 
pension expert in the United Senior Citizens of Ontario. 


Mr. Minister, Mr. Chairman, Committee members, we 
appreciate -- 


Mr. Chairman: Excuse me. I do not like not being 
able to see Joyce there. Would you put that pitcher down, 
please. 


Ms. King: Oh, you want to see me, George? 
Mr. Chairman: Yes. 


: We appreciate this opportunity to present 
to this committee the views of our members on Bill 170. In 
large measure, these are are based on the policy objectives 
established at our last annual provincial convention in 
1986. 


Is it also pertinent to comment on our involvement 
with issues appertaining to private pension plans. We 
realize that many of the proposed changes in the legislation 
will be of greatest consequence to those still in the work 
force and who will retire in future rather than to those of 
us who are already retired. At the same time, we are 
anxious to promote the interests of those already retired 
whose well-being may be better safeguarded by some of tne 
proposed changes. 


We offer our congratualtions to the government for 
including in Bill 170 progressive amendments that take care 
of deficiencies which have been perpetuated for years in the 
existing legislation. These include improved vesting and 
portability, continuance of survivor benefits on remarriage, 
removal of discrimination on the basis of sex, et cetera. 

We also wish to express our satisfaction at the moves 
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currently underway to revamp the Pension Commission of 
Ontario to: better equip, ity toriulfilmitssroleso£ protecting 
pension plan members more effectively. 


We wish to make observations on a number of provisions 
in the Bill, and we will do this by sections in order to 
facilitate reference. We also offer comment on the indexing 
of pensions and some related matters that are not at this 
time included in the legislation. This important issue has 
figured prominently in our organization's policy objectives 
for many years. 


I would now like to turn the sections and the 
observations over to Mr. Bert Hanmer. Bert? 


Mr. Hanmer: Thank you, Joyce, Mr. Chairman, members, 
Section 25 - Advisory Committee: The vital interests of 
persons already retired and receiving benefits under pension 
plans are often ignored by pension plan administrators 
and/or those still in the work force. As a consequence, 
pension recipients frequently feel impotent when questions 
of vital importance are at stake. 


Section 25, admirable as it may be in many ways, 
offers no protection for retired plan members. To 
illustrate this situation, we will describe one municipal 
situation that has been drawn to our attention. Union or 
unions when negotiating with their employer on pension or 
other issues repeatedly voted to take action which was 
mainly concerned with the future status and well-being of 
those still in the work force but. failiito.actito. improve. the 
pensions of retired pension plan members many of whom were 
reported to be on very small pre-high inflation incomes. 


We therefore ask that a more effective means of 
protecting the interests of recipients be included in the 
legislation. 


Section 45 - Joint and Survivor Benefits: We have 
been accutely aware of the inadequacies of existing pension 
Plans in regard to survivor benefits. Again and again, we 
have learned of widows left without pension income other 
than public pensions when the husband died. 


We therefore welcome Section 45. However, the change 
takes effect only for those becoming pensioners as of 
January, 1987. It will substantially reduce future 
distressful situations but does nothing for those already 
retired. We realize that there may be a actuarial problems 
in providing for retroactivity, but nevertheless ask that 
every possibility be examined which may assist those who are 
already pension recipients. 


Section 53 - Discrimination on the Basis of Sex: 
Women are in the majority among retired people. In our own 
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organization, probably 70 per cent or more are women. We 
have therefore deplored the situation whereby women holding 
similar positions to men in the same company could end up 
with significantly lower pensions solely because of their 
sex. We wish to doubly emphasize our satisfaction with this 
amendment which will, we trust, remove discrimination on the 
basis of sex from private pension plans. 


Section 55 - Integrated Pension Plans: We welcome the 
prohibition on the integration of Old Age Security Pension 
with private pension plans. As Old Age Security is financed 
through tax revenues, this is entirely proper and should 
have been in place years ago. We believe that it would be 
preferable for Canada Pension Plan to be stacked on top of 
private pensions. We realize, however, that many existing 
plans may provide differing degrees of integration and that 
some controls are desirable. We will make further reference 
to the Canada Section Plan when commenting on the indexing 
of pensions. 


Sections 79 and 80 - Pension Plan Surpluses: Apart 
from indexing the refund of pension plan surpluses to 
employers was probably the most discussed pension issue of 
1986. Seniors generally, not only those who were retired 
pension plan members, were angry when employers sought to 
acquire plan surpluses for their often purposes. This 
cynical disregard of the rights of participating plan 
members was deplored. With the provisions of Sections 79 
and 80 and: the strengthening of the functions of the Ontario 
Pension Commission, surpluses are likely to be much better 
safeguarded than in the past. 


Surpluses should be properly managed and used solely 
to improve benefits and to provide contingency resources to 
meet any future financial deficiencies such as occurred in 
the early 1970's when some plans had negative rates of 
return. They should never be made available to the employer 
for purposes other than those directly related to the 
pension plan. We regard pension benefits as deferred pay. 


The United Senior Citizens proposes that the removal 
of surpluses be prohibited. 


Inflation Protection: Inflation protection is the 
most contentious issue in pension reform, and despite the 
dramatic fall in inflation rates compared to the early 
1980's it still remains the number one issue. Who knows 
when the consumer price index may again rise to double or 
triple Sits current level. 


We seniors have witnessed a calamitous impact which 
high inflation had on pensions that were not indexed. We 
believe that all pensions should be fully indexed. We 
commend the Ministry of Financial Institutions for its 
support of indexation. We would like to have seen 
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provisions for full inflation protection in Bill 170. We 
fear that the external working group deliberating over a 
long period of time as seems to be likely, may finish up 
with a complicated formula which will provide less than full 
indexation. 


Those retired persons in receipt of pensions which are 
not indexed ask that any compulsory indexing apply to them 
as well as to those who may retire in future. I realize 
that there have been some difficulties in doing that, but 
this was the desire of our members in convention dealing 
with this matter. 


Employers put forth a great many arguments supporting 
the view that they cannot provide inflation protection 
because of the cost. Often we believe it may be more a 
question of the will to do so for there are employers who do 
provide inflation protection on an actuarily-sound basis. 
Why not more? It will be interesting to learn how many 
funds with large surpluses provide indexing. 


It troubles that many employees in Ontario have no 
employer pension plan at all. Many are employed in small 
business especially in the service field. Limited resources 
are, we realize, a serious impediment to the development of 
such plans. In such situation, the question of indexing is 
academic. > 


We have been advocating for years that the most 
straightforward way to provide reasonable retirement 
pensions for this large body of persons would be to expand 
the Canada Pension Plan. We realize that this is an issue 
for federal-provincial action, quite apart from Bill 170. 
However, as it concerns the whole issue of pensions and the 
indexing of them, it seemed proper to make reference to the 
MNacce fy. 


Our long-standing proposal reads in part: 


“"that there be one national pension plan based on a 
greatly expanded Canada Pension Plan. It would cover 
all workers including self-employed persons." 


The National Pensioners and Seniors Citizens Federation, 
with which we are affiliated, put this proposal to the 
Government of Canada many times but regretfully no consensus 
was forthcoming. The amendments to the Canada Pension Plan 
which tock effect January lst, 1987, included no increased 
coverage. 


We are well aware that the views expressed by many 
economists and others that any increase in benefits would 
call for commensurate increases in contributions. This 
would mean substantial additional assets in the hands of the 
federal government. Perpetuation of the current formula for 
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the distribution of these assets would mean more loans to 
the provinces. This, in turn, could reduce funds currently 
available to the market from private pension plans. Surely 
in this age of sophisticated mechanisms with the right 
political will a means could be devised to utilize the 
additional assets that would benefit the economy as a whole. 


Thank you for this opportunity to present our views on 
some of these items. 


: Thank you very much. Mr. Kwinter, any 
questions? Anybody else have a question? We must agree 
with everything you said then. 


: Either they totally agree or they totally 
disagree; I do not know. 


Mr. Chairman: Thank you very much. 
Ms. King: Thank you for hearing us. 


Mr. Chairman: The next presentation is from Mr. 
Hudyma. 


: Ladies and gentlemen, I would like to 
thank the members here for sitting all afternoon and even 
this morning on this nice day. As a teacher at the end of 
the day we have to say something to get the attention of 
everybody so I am going to start off with Ken Dryden, a. 
lawyer and former hockey player working for the Ontario 
Youth Commission: "It is a mess. We should be calling for 
a national commitment to full employment." He is talking 
about the young people. I am at the other end ready for 
retirement. 


He said: "150,000 young people in this province are 
unemployed. Government job creation just shuffles 
unemployment around. The future looks gloomy." 


I can say to you at age 61 in my teaching profession 
and my job, we are shuffling older teachers around to fit in 
certain categories because of seniority and things like 
that. We just cannot let them go. They are short of years 
of their maximum pension. They have changed jobs several 
time in their career and they are short of years. 


I propose two amendments. The suggestions I heard in 
the earlier presentations cost money. These two do not cost 
money so everybody should be in favour of these amendments. 
These are no-cost proposals. The other proposals cost 
money. Now I want the government to listen to that. 


Before I start my presentation, I want to quote from 


John Hern, Vice-President of Canada Employment and 
Immigration Advisory Council. He said to those aged between 
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45 and 64: "They feel they have been betrayed by 
governments, their unions and employers." I will amplify on 
these three. I have not been really betrayed but I think we 
are in a position to undo some of the wrongs that have been 
done in the past. 


Another example in my argument, I spent eleven years 
after graduation with the Bell Telephone company, one of the 
richest corportions in Canada, and I have spent the 
remaining 28 years teaching another large federation and 
fairly rich in some ways. 


This morning's paper mentioned Mr. Richardson as 
retiring at age 58. He spent three years at the Bell 
Telephone as an employee. He is going to receive $4.6 
million spread over 20 years as retirement and that does not 
come out of the pension plan because it would not be legal, 
but he is getting a nice healthy retirment allowance. That 
is costing the telephone subscribers quite a bit of money. 
Ewald amplity that a littlevbiteietergon. 


Although I mentioned Bell Telephone in many cases 
here, my arguments apply for every elderly worker in 
Ontario. They do not have to have worked for Bell anywhere 
as long as they changed jobs at no cost to anyone. 


Before you say, "Well, we cannot do that; the feds are 
involved and the income tax and so on" -- So I would just 
like to read the income tax circular; it will clarify some 
of the questions raised earlier: "From the federal 
government employees' pension plans the primary purpose must 
be to provide pensions to retired employees in the form of 
ITPes annuities .“@aThat is the primaryepurposec. jy itemusc not 
be a scheme for diversion of profits or an employees’ 
savings fund with a right of withdrawal of the funds during 
coverage." 


In other words, the employees cannot withdraw. There 
is no mention of the corporations. That would address some 
of the questions raised earlier. 


The Income Tax Act says pensions are for employees. 
The Income Tax Act continues in the following: A corportion 
Ontario and if Teachers' Federation is a corporation, the 
government is one and so is the Bell. They can negotiate 
reciprocal agreements. I want to put teeth in the Ontario 
legislation that makes workable reciprocal agreements. They 
are not workable; they have not been working for fifty 
Years.nwi willttexplain thatwarlittle datem on. 


A workable one would alleviate all the problems you 
have had in the past ten years. You would not have to have 
these hearings. If an employee left a firm, the pensions 
would travel with them. 
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Failing reciprocal agreements, the second amendment is 
still no-cost. There are employees at the upper end of the 
scale who would like to buy years into their fund. We have 
buy-back for sabatical leave, education purposes, 
Gisability, maternity, active service in the Canadian Armed 
Forces, Korean war, federal and provincial governments 
membership, short-term loans -- there is buy-back provisions 
so there is nothing new there. 


Portability arrangements are covered in the federal 
legislation. Everything is paved for the provincial 
governments to follow through. You can transfer credits or 
you can transfer money between pension plans. No cost -- 
just transfer a credit; that is, "I owe you two years of 
credit from my firm into your firm." No cash involved. It 
may be in accounting a hundred years down the road but they 
could put in I0U's for each other's transfer. 


Let me get on with my summary here on page 1. The 
proposed amendments to the Pension Benefits Act, if 
implemented, will create jobs at no cost. Last week in my 
Math department -- I have twelve employees -- last week I 
told them "Two of you are surplus." That is a nice way of 
saying, "You are fired." Young graduates, young, full of 
vitality, teaching Mathematics and Physical Education. They 
have been told, "You are surplus to my school." This is 
Scarborough where it is a growing area. The other school 
boards are worse Off.. 


What am I going to tell these two? Well, I told them, 
"You are surplus." One of them got a job with Club Med in 
the Caribbean. Good for her. Canada lost an excellent 
young lady teacher in Math and Phys Ed. Full of life, doing 
all extra work around there. She is gone because I am in my 
job holding on because I have got to be 66 before I get a 
full pension -- full pension from my last plan. 


What happened? Well, the former pension plan kept my 
credits. They took them and they have got them and I have 
been fighting for years with the Bell Telephone but it is 
like a mosquito trying to attack a bull. You just cannot do 
Lie 


I specifically represent 25 teachers, former Bell 
Telephone Employees. There are 300 of us in the teaching 
profession. I also speak on behalf of 3,000 out of 30,000 
secondary school teachers. They are all in the same 
position -- not necessarily with Bell but other firms. 
Three thousand. That is 10 per cent of us in the secondary 
schools. 


My school board wants me to retire. They think L have 
lost my vitality and they want young teachers ine@put. tam 
going to hold on until I get my maximum pension. I want to 
get out this year and I will mention how I can Corre. 
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Whatever I say again is applicable to every worker in 


Ontario. If you are sincere about job creation -- I know 
this government is -- if you are sincere about lowering the 
unemployment right -- I know all of you are -- and you are 


sincere about keeping the expenditure down, we are all in 
favour; we are all together on this, so let us go for it. 


I propose two amendments for the elderly workers and 
all of us will be elderly if not already. When we are 
middle-aged we are going to be elderly soon and the young 
people will be elderly. If I retire, a younger employee 
will take my job. The younger teacher will get off 
unemployment insurance, welfare costs, will start paying 
taxes. I will pay increased taxes. I will buy that car 
that I always wanted. I will have a couple extra thousand 
coming down. General Motors will sell more cars. The 
economy would get the shot in the arm. You may be able to 
brag Ontario has a zero unemployment rate if you think about 
these things seriously. Get 10 per cent of the elderly 
workforce out and allow 10 per cent in. 


In a teaching profession there are 3,000 graduating 
young teachers and only a thousand will find jobs. They are 
refusing applicants in the universities into the teaching 
profession. "Do not let them in because there is a surplus 
of teachers." These young people who should be coming in 
will not be coming in and they will find other employment. 


; My first amendment -- no cost -- on page 1. Legislate 
workable reciprocal agreements. They are not workable. 
Reciprocal agreements as provided for in the past are not 
workable as life-long service employees -- these are your 
corporate, executive officers -- who manage the pension 
plans are insensitive to the needs of the elderly when one 
employee, "Good bye." And if you come in late into a second 
pension plan, "Well, you did not start at the bottom like I 
did iso sil,jamenots.tooshappy for.you,either..% Lespent al lemy 
life here. Why should you come in and claim equality with 
me? So when you leave jobs three times in your career, no 
body is really on your side. 


The Income Tax Act provides for these things but I 
cannot see my own Federation and the Ontario government not 
fully implementing whatever is already there. 


Now some elderly workers came from a previous pension 
plan and the firm went bankrupt or it was another country or 
what have you. They do not have the transfer. Fine. The 
second amendment is -- no cost -- not everybody will take 
advantage of this, but the elderly workers who have 
accumulated some savings will buy into that last plan -- 
will buy into the last plan, whatever is determined by the 
actuary; a certain number of dollars. In my case, if I 
Wanted;to buy.seven,yvears;it is, going to_cost me $20,000. I 
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will pay them the $20,000 but they will not take my money. 


The Ontario Teachers' Federation and the Ontario 
government, who are part owners of our pension plan, I think 
seriously would like to do something. However, I do not get 
enough support from my pension fund managers. I have heen 
in correspondence with them for 10 years. 


Did you know if you are a teacher in Ontario if you 
spent nine years in the Russian army chasing Ukranians and 
occupying Poland and becoming a teacher in Ontario, you can 
buy nine years of credit in our fund? I spent eleven years 
in engineering work for the Bell Telephone in top security 
services, drew lines right after the World War II intense 
cold war with Russia. I did a lot of work. I was also 
three years in the Reserve army. My pension fund manage 
Managers, they just laugh at me. Okay. That is why I am 
here. 


I think these things can be rectified for everybody in 
Ontario. If I am having problems and I am supposed to be an 
intellectual and my Teachers’ Federation is filled with 
university graduates and the government also has their fair 
share, and we cannot get together think of the other firms. 
So it has to be legislated. Again, it is a no-cost thing. 


Allow the elderly workers -- Put an age limit 60 or 
55. Allow them to buy years in their last plan if they can 
produce something to the effect that, "I have worked seven 
years as a draftsperson in London, England." By the way, 
that person can buy into my plan but I cannot. I spent 
eleven years here in Ontario, but if you are out of the 
province you have a few favours in your area. That is a 
pension fund manager's problem. Since they do not want to 
change the pension fund -- they are not managers -- I come 
to you. Legislation is necessary. 


On page 9 I advanced it as my specific amendment. My 
specific amendment: Section 11 in the Pension Benefits Act 
as proposed by the Ontario government. It says the two 
sections are in there but are meaningless. Why put them in 
there? "The administrator of a pension plan who enters into 
a reciprical agreement shall file a certified copy of the 
agreement." Fine. 


Second, they define what a reciprocal transfer is. 
Goode SThat. iseal Weandeimcanswaitsforganothersfifty: years 
before something is done. So I propose, paragraph 3: 
"Reciprocal agreements are for the members of both pension 
plans.” 


That is in accordance with the Income Tax Act. 
Pension funds are for employees. Okay. Reciprocal 
agreements are for employees. They "should be freely 
negotiated for the benefit of the members." Okay. Great. 
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Number 4: "If a reciprocal agreement cannot be 
negotiated --" Okay. OTF, representing 105,000 teachers, 
approached the Bell Telephone; they wanted a reciprocal 
agreement for a lot of their teachers. Bell Telephone said, 
"No." I cannot understand that. Two large corporations in 
Ontario enjoying the benefits of working in Ontario cannot 
get together. They both speak the same language -- no 
language problems. And yet the federal government can 
negotiate a reciprocal agreement with Jamaica, transferring 
pension credits with France, United States, Portugal, 

Italy -- first plan with Italy -- Greece. They speak 
different languages but in Ontario you cannot do it. 


I would ask the Ontario government to make reciprocal 
agreements workable. However, if two corporations decide, 
"Okay; let us get together and not do it," I want the power. 
So paragraph 4 or 5, if they fail to negotiate for some 
reason or other, I want to ask the Superintendent of 
Pensions to oversee this -- call two parties in, listen to 
the arguments. If one corporation claims bankruptcy, prove 
it, and I will be prepared to accept it. But the Bell 
Telephone is not anywhere near bankruptcy. 


Give the Superintendent some power. If a corporation 
starts crying, let the Superintendent order the pension plan 
be deregistered as the ultimate weapon that a superintendent 
may have towards a pension plan. 


Now that does not cost any money. My credits are 
accumulating at the Bell and just puts some teeth into the 
fact that I can go to the Bell next week or next month or 
next year. "Please transfer a few credits; it is only going 
to cost a few thousand dollars." Or an IOU -- "I owe the 
Federation ten years of credits and the Federation will some 
day transfer them back." No cost. 


Now, second proposal, second amendment. It is closely 
aligned. You must understand the teaching federation has a 
fairly good pension plan. The partnership is with the 
Ontario government and everything is legislated. It is not 
negotiated. It is negotiated and legislated, which is 
ideal; I think that is not bad. There is full disclosure. 
We know the assets and we know what money comes in and what 
goes out. 


I would ask the amendments on page 10 as you see it 
there if you are an employee over 60 or 55 -- it does not 
matter; it is up to you -- allow a buy-back in accordance 
with the Income Tax Act. It spells it out what you can buy 
back@ror it. 


Second one; it is for past service. The four steps 


there are in accordance with the Income Tax Act. There is 
nothing new there; I am not that innovative. Furthermore, 
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apart from the Pensions Benefit Act, the Superannuation Act 
comes under Mr. Nixon, the Treasurer of Ontario, and OTF. 
Without this committee these two parties can implement a 
change in the fund. 


They have the power to implement buy-back so on page 
11 I suggest one little paragraph. The teachers would 
welcome the change -- the elderly teachers. We could have 
buy-back for many reasons but I want it extended to: 


"the person gained the experience obtained in the 
period of employment that was accepted by a school 
board in Ontario as related, industrial, business or 
teaching =—— 


When I entered the teaching profession, only two 
gualified Physics graduated from the universities and I felt 
I should leave the Bell and maybe become three qualified 
teachers, which I did. I left my pension credits to do that 
and I think the young people in Ontario benefited from an 
excellent or a good background in Physics and Math which my 
students have had. But I cannot buy those years. 


Now, there are my two amendments. I want you to think 
about them and keep in mind they are job creation and no 
cost. 


I still have some time remaining. On page 2 and | 
subsequently we have the rationales so I would just like to 
read certain sections rather than all. I know when I read 
my lessons it is awfully boring so I am not going to read 
everythings 1 can going to try ‘to be off-the-cuff here. 


Many of us are near or at the end of our working 
career. We changed jobs several times. We are mobile; we 
aresnotesiaves to our first, pension “plan. .-By the way, the 
person's pension plan at the Bell age 60 or 20 years 
service -- I did not want to be there aged 60. I left and a 
lot -of us left. Their turnover rate is 16 per cent at the 
Bell. Every person that leaves, the pension accrued 
benefits are there. There is no disclosure to anyone, not 
even to the shareholders. There is no disclosure in the 
Bell Telephone pension plan. It is a monopoly. There has 
got to be full disclosure. 


I have asked my federal members of parliament to find 
out from the Superintendent of Pensions at the Ottawa level 
what their statements are and I cannot get that access and 
they cannot get the access. It must be something secret 
that should not be let out. 


Full disclosure is required. The working force was 
fixed, lacked mobility, could not move, existing pensions 
plans belonged to life-long services employees. I am not a 
life-long service employee. I move where the market is or 
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where I think I fit best or where I feel happy. I do not 
want to be committed to one job until age 60 and I think all 
of us feel that way. This is our freedom. 


Life-long service employees are the managers. The new 


legislation must protect all employees -- former. The 
Senior Citizen petition here -- former employees. The 
present -- you are looking after the present; you are giving 


them two-year vesting. That is great. How about those 
unemployed teachers who will be unemployed for ten years? 
How are they going to get two-year vesting? Have you 
thought about that? If you are unemployed for ten years how 
can you accumulate two-year vesting? There is nothing in it 
for them but they are so young, they are not organized and 
they are not even thinking about that. 


I talk to my young teachers. "Do you think I should 
come down there?" "Yes; come down. Tell them you have been 
fired last week." 


Page 3 - Disclosure of Pension Plans: I quote from 
the Bell Telephone and this is probably typical of half the 
Corporation ~— nor abl. 


"In our opinion what is needed is the provision of 
significant facts regarding pension plans and funds 
in a concise, easy-to-understand manner. In that 
regard we do not believe that the plan members need 
to be provided with lists of assets--" 


The Bell employee today does not know where his assets 
are. I have talked with several of them. They cannot dare 
ask a question, "What assets do you have in the plan?" They 
may be demoted or moved out of the city. They live in fear, 


I think -- those I talked with it. 
Actuarial balance sheets -- impossible. Present value 
of their benefits -- impossible. They "serve no useful 


purpose to the average worker." Well, the average worker 
has a lot more education than they think. We can read these 
statements. "In many cases would not even be understood by 
the individual." That is from a Bell Telephone quote; I 
have supporting letters on that. 


Both federal and provincial governments should ensure 
the rules of disclosure are legislated and enforced to avoid 
pension problems. You would not have this fear I have with 
my Own employer, with my own union, and with my own 
government. But fortunately in the Ontario government and 
the OTF I must commend them, there is full disclosure. 

There is no problem there. 


I made petitions to the Pension hearings, provincial 


commission and the federal commission -- same lines. Very 
little was done. The most favourable comment is a federal 
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Liberal government Green Paper. It talks about the elderly 
workers every third page. We have had a change of 
government in there and we have two-year vesting and other 
benefits and some improvements in the Canada Pension Plan. 
But the elderly worker, I think, is being missed -- that is 
age 50 to 60. 


Page 4, Doug Frith, a Liberal who was in charge of 
this Pension Commission, still, to this day, says we have 
got to look after the elderly. Federal income tax allows 
buy-back. On page 4 I mention these quickly. I have a 
letter from Michael Wilson dated February 27th, '87, "Go 
ahead for it. You can buy back any reason so long as you 
are a member of a former pension plan." 


I told him, "I am a member of the Bell Telephone but 
my own life-long service pension fund manager --" that 
includes OTF and the government "-- do not see their way to 
allow this buy-back." I have been fighting with them for 
ten years, my own pension fund managers. That is why I am 
here. My three years in the Reserve Army does not count. 


Page 5 -- Job creation: It is the responsibility of 
the corporate sector and governments -- not the employees. 
We try to create jobs but it is not our job. Nobody will 
dispute that fact. The corporate structures and the 
governments -- federal, provincial, municipal -- create 
SODS4 g50uitr 1 Sell VOUrnands.. 


Page’ 5 -- Reciprocal pension agreements are worthless. 
The Bell Telephone, being a monopoly, will trade pension 
credits with other monopolies and these are AT&T, the Bell 
system, Southern Bell, Florida Bell, Pacific Bell and I say, 
"How about trading a few credits with the Ontario Teachers’ 
Federation?" "No. You are not affiliated." "Thank you 
very much." 


I want you to do something for all the workers in 
Ontario have similar problems and these are too powerful 
groups. If the two powerful groups do not get along, how 
about the smaller ones? Just put a few words in your 
legislation; it is not going to cost anything -- workable 
reciprocal agreements. 


You can work all your life, change jobs three times, 
work for the Bell ten years, work for the secondary school 
ten years, General Electric ten more and then back to the 
Bell where there is no bridging and you will have zero or no 
company pension. 


Furthermore, we started work in 1948. We had no 
RRSP's. We did not have that until the latter part of our 
life. Do not assume we have huge sheltered savings plans. 
We started to get involved with these the last ten years. 
The new young employees do have RRSP's and they can build up 
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their own little private pension plan. We do not have it. 


So when the seniors citizens come in here, they should 
say, "We do not have an RRSP. We never had one. Do 
something." 


I ask you to do what is morally right and fair to all 
the people in this province by providing these no-cost 
measures to relieve some of the problems that exist when 
older workers retire with a lesser pension than they deserve 
through no fault of their own. They just want freedom from 
their first corporation in many cases. 


Page 8. Untold, measured benefits: This may be the 
province which can say in a couple of years, "We have zero 
unemployment rate. If you are serious about reducing 
unemployment, get the older teachers out. Get the older 
workers out. Make it easy for them. And no cost. 
Reciprocal agreements or buy-back. If they do not want to 
buy back or have no money, all right, they will stay on and 
on and on. 


If I stay on in teaching to age 67 will my school 
board say, "You are over age 65, will you go?" I will say, 
"No. I am still working for my pension." So we will have 
a little bit. of ‘a fight there. \Maype “they will *tetsme stay 
on a few more years. I do not think my students will 
benefit if they push me around in a wheelchair from class to 
Class or if I start making crazy remarks to my students. 


The municipal governments who are begging for money, 
my Scarborough School Board should realize they can hire a 
young teacher at half my salary. "Oh, you are going to die 
anyways. Who cares?" But for five years I can hang in 
there or longer and they are paying way too much for the 
service. Get a young teacher in there at no cost. The two 
I fired last week are not very happy. It reflects in their 
teaching to their students and for the next three or four 
months they are depressed. 


In the end of my brief I have all kinds of little 
submissions. They are technical. They explain how the Bell 
Telephone gives credits of years to their corporate pension 
fund members. The workers do not get the gifts but the fund 
managers give credits. “Look, you only work four years as a 
president, therefore I will give you ten more years for the 
following reason." 


Mr. Richardson worked at Dupont; he has a Dupont 
pension, four years President of the Bell, $4 million spent 
Over 20 years. There is money there. 


Disclosure. Their financial statement audited by 


Touche Ross. Two lines on pensions in the financial 
statement: "In compliance with the United States Financial 
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Accounting Standards Board's Statement No. 36 we must 
disclose the following information." 


They are doing it for the Americans who have higher 
standards than we have. That strikes me a something wrong 
with the Canadian requirements for disclosure. I know in 
the new legislation there is a paragraph on disclosure. I 
appreciate that very much. Make sure it is full and 
complete disclosure. Make sure that I can ask the Bell 
Telephone full disclosure for the past 30 years so I Can 
continue my arguments with them as to what happened to my 
credits. 


Teachers' Superannuation Fund circular graph. I am 
not talking about a lot of money. The sliver that you 
Cannot see represents buy-back and transfers in and out of 
the fund. The rest of the fund is $10 billion. I am 
talking about thousands of dollars -- half a million maybe. 
Our fund is $10 billion as of today. Half of it was 
contributed by the teachers and half by the Ontario 
government. 


A very important statistic here. Age 65, 82 per cent 
have incomes of less an $15,000 and that is maybe due to 
Canada Pension. I do not think they have any company 
pension plans. 


A few press clippings here. There is a teacher here, 
a graduate from the university that could not get into. the 
faculty of education to become a teacher, and he was 
refused. He had good marks. And Carmelo Barone of Hamilton 
writes this; "The truth of the reason is the Federation has 
put a cap on the number of teachers coming in and we 
influence through the provincial government the number of 
applicants going into teaching." We want young people in; 
do not keep them out of the profession. 


I have added my brief to the Ontario government, 1978. 
I am not going to read it; it is the same story. A rather 
important brief to the CRTC in Ottawa raising pension 
questions. The Bell was subjected to cross-examination and 
every area was cross-examined and there was a subsequent 
roll-back of two months subscriber rates. I feel I had a 
part in that and I am prepared to do it again and again 
unless there is some accounting made for my pensions. 


In one of the sheets there I list 25 teachers’ names 
and addresses. You can write to them or I will get them to 
write to you. As far as buy-back is concerned, the 
Federation and the Ontario government has agreed there is a 
magical formula that we can buy back and everything is 
great. 


Again, I am going to summarize it in a half a minute 
here: The two amendments, workable reciprocal agreements 
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and buy-back are no-cost items. I cannot see any government 
refusing those. 


I thank you very much for this presentation. If you 
have any questions, I would be more than happy to... 


Mr. Chairman: Thank you very much. Mr. Lupusella? 


Mr. Lupusella: Thank you, Mr. Chairman. I think at 
the very beginning of your presentation you made reference 
to the bilateral pension scheme between Canada, Portugal, 
Greece and other countries in Europe and I am just wondering 
what is the relationship between this type of pension with 
Bill 170. Would you please that explain to me? 


Mr. Hudyma: Bill 170 governs the pension 
arrangements, supervised pensions in Ontario, and the 
federal government does it for Canada. This being an 
exporting country outside of Canada, it remains in the 
jurisdiction of the federal government to do this and they 
are very receptive. They have done it ten years ago and 
they are on the right track and they have allowed the 
immigrants to transport their credits from these countries 
to our country. In return, an elderly worker here who wants 
to return to their homeland, the Canada Pension Plan can get 
transferred over to their homeland and they can retire with 
dignity at a reasonable pension in either country. That is 
a federal level jurisdiction and it does not apply 
particularly to our Bill 190 here. 


: Well, with respect, I am very 
knowledgeable about this type of agreement and in particular 
with one which has been signed between Canada and Italy. 

And the question which I would like to raise before you is 
that as a result of this particular agreement, are you aware 
that immigrants or Italian immigrants living here in Canada 
receiving a pension from the Italian government, they are 
not eligible for the supplementary pension which other 
people living here in Canada eventually are eligible for 
because there is no extra income coming from Italy and vice 
versa? 


: That is unfortunate. I would address 
that probably to the federal government to get the 
supplementary benefits tacked on, on a reciprocal basis. 
That is not my area. But if an immigrant comes into 
teaching and spends ten years of teaching and could show 
they were part of a pension plan in Italy, as a teacher in 
Italy, I know the OTF and the Ontario government would allow 
a certain numbers of years of buy-back. This teacher would 
be allowed to buy back so many years and get a fairly good 
pensions. That is within the provincial government area. 


' : Well, the reason why I am raising this 
issue is that I want you to be aware that what it appears to 
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be -- a very progessive piece of legislation between Canada 
and Italy -- is a very regressive piece of legislation 
because a lot of immigrants are losing the supplementary 
pension, and I want you to take note of that. 


Mr. Chairman: Any other questions? Thank you very 
much, sir. 


Mr. Hudyma: Thank you. 


Mr. Chairman: The meeting tomorrow will be next door 
at 228. See you at ten. 


The Committee adjourned at at 4:25 p.m. 
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STANDING COMMITTEE ON GENERAL GOVERNMENT 
PENSION BENEFITS ACT 
WEDNESDAY, APRIL 8, 1987 


Morning Sitting 


STANDING COMMITTEE ON GENERAL GOVERNMENT 
CHAIRMAN: McCague, G. R. (Dufferin-Simcoe PC) 
VICE-CHAIRMAN: Guindon, L. B. (Cornwall PC) 
Fontaine, R. (Cochrane North L) 
Grande, T. (Oakwood NDP) 
Lane, J. G. (Algoma-Manitoulin PC) 
Lupusella, A. (Dovercourt L) 
McClellan, R. A. (Bellwoods NDP) 
McKessock, R. (Grey L) 
Offer, S. (Mississauga North L) 

( 


Pollock, J. (Hastings-Peterborough PC) 
Sheppard, H. N. (Northumberland PC) 
Substitution: 


Bernier, L. (Kenora PC) for Mr. Sheppard 


Clerks Deller, D. 


Witnesses: 


From Northern Telecom Canada Ltd.: 


Bovey, I., Assistant Vice-President, Human Resources Administration 
Pelletier, J., Past Chairman, Pension Standards Committee, Canadian Chamber of 


Commerce 


From the Joint Committee of Graphic Arts Multi-Employer Pension Trustees: 


Mitchell, M., Legal Counsel 


Paquette, L., International Vice-President, Graphic Communications 


International Union 


Smith, F., Executive Director, Council of Printing Industries of Canada 


From the National Committee for Independent Canadian Unions, Hamilton Branch: 


Ellis, &., Chairman 


LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON GENERAL GOVERNMENT 
Wednesday, April 8, 1987 
The Committee met at 10:05 a.m. in room 228. 


CONSIDERATION OF BILL T7207 AN-ACT TO REVISE’ THE 
PENSION BENEFITS ACT 
(Continued ) 


: We will continue with our 
COnSiGeration of Bri er70% 


We have at the front with us a Mr. Steve Offer who is 
the Parliamentary Assistant to the Minister, and we will 
presume that he is representing the Liberal party this 
morning, which gives us a quorum. 


We will proceed to hear from Joanne Henderson, from 
Mr. Pelletier and Mr. Bovey, Northern Telecom Canada 
Limited. 


Mr. Bovey: Thank you. My name is Ian Bovey, I am 
Assistant Vice-President of the Human Resources 
Administration with Nothern Telecom Canada. I have been 
involved in the pension industry for more than 25 years, 
both in the ‘service industry. with the: Royal Trust and First 
National City Bank of New York, and in manufacturing with 
Domtar, and now with Northern Telecom. 


I am currently on the Advisory Board of the Conference 
Board's Compensation Research Centre, a member of the 
Canadian Chamber of Commerce, Health and Welfare Committee, 
and a past President of the Canadian Pension Conference. I 
have been directly involved in pension reform in a number of 
capacities. 


With me is Joanne Henderson, who is Manager of 
Compensation Development for Northern Telecom Canada. She 
has had more than ten years of experience in benefits, 
design and administration. 


Also representing our actuarial consulting firm, 
Jacque Pelletier, who is managing partner of the Sobeco 
group. He has been active in various committees in the 
Canadian Institute of Actuaries. He is past Chairman of the 
Pension Standards Committee, and is currently Vice-Chairman 
Committee on Liason with Governments on pension matters, and 
Chairman of the of the Health and Welfare Committee, 
Canadian Chamber of Commerce. 


In the half hour alotted it will be impossible to go 
through our whole submission and leave time for questions. 
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So I would like to take you through only the highlights of 
the earlier sections, but would like to read with you the 
sections dealing specifically with Bill 170, emphasizing our 
concerning with respect to mandatory indexing. We are 
offering some constructive options which could lead to a 
somewhat less costly solution. 


Our principle reason for appearing before you is to 
speak on behalf of one major employer in the manufacturing 
sector, which like many others, is locked in combat with 
very aggressive competition. Any additional cost exposure 
Strains our ability to compete effectively. 


Bill 170 with its significant cost implications, 
threatens our continuing ability to maintain employment 
levels and standards of benefits which both employees and 
retirees have traditionally enjoyed. 


The earlier pages of our submission will give you the 
information you need with which to judge whether it is 
appropriate to implement Bill 170 in its proposed form to be 
applicable to a company like Northern Telecom. 


In our view, the evidence provided is hardly 
indicative of a plan sponsor that deserves to be placed in a 
position of inheriting even greater costs. 


As noted on page 3, we have long provided access to 
non-contributory and very competitive defined benefit 
pension plans;esince 1920vin fact. 


As noted on page 5, we have provided significant 
protection vandtagainsty ini lation to.ourcretirees. 45° per 
cent average increase to those receiving adjustments. 


We believe the focus of pension reform has so shifted 
from the need to provide greater coverage, that it will 
severely upset the balance between the needs and rights of 
employees and the employer's capacity to pay. 


I would ask you to turn with me to page 7 where there 
is a heading "General Reaction to Bill 170". 


Northern Telecom has already made a number of 
representations to the Government of Ontario regarding 
various aspects of pension reform. For example, we have 
indicated concern regarding certain aspects of early 
vesting, the use of surplus, mandatory indexing, the 
regulation of pension fund investments and Section 54 of 
Badal Oc. 


I would like to start with some items of support. 


In principle we support the following: . Some 
adjustments to the minimun quality of standards for private 
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sector pension plans and their administration. 


A move to earlier vesting, though the drastric 
reduction to two years will cost some significant cost and 
administration consequences. While a two year waiting 
period will moderate the cost somewhat, we are discouraged 
that additional costs will be incurred for employees who 
voluntarily terminate after a considerable investment on the 
part of the company in their training. 


Employees who lose their jobs through no fault of 
their own are already well protected through our income 
security plans and continuing benefit coverage. 


The next item, the improvement and affordability 
provisions. 


The right of spouses to share in the value of pension 
accruals in the event of marital breakdown, but not other 
beneficiaries or estates. 


Easier access to early retirement on an actuarially 
reduced basis. 


Improved disclosure requirements, though we have some 
concerns regarding the degree of specificity that is 
appropriate and the additional complexity this places on the 
plan sponsor. 


‘The right of regular part-time employees to have 
access to some form of retirement provision. 


We are concerned, however, that a dollar threshold is 
proposed rather than hours worked. Using a percentage of 
the yearly maximum pensionable earnings would mean that 
higher paid part-time employees could acquire pension rights 
with relatively little time worked. The hours worked 
approach is used in the U.S. I think it is a thousand 
dollars. 


We have distinct reservations with respect to the 
application of the following: The longer term impact of 
legislation which results in increased cost and complexity 
of administration, it could discourage creation of new 
pension plans, delay any improvement in existing plans, 
possibly lead to a trend of plan sponsors transferring the 
risk to employees through conversion, to defined 
contribution plans which will not deliver the same degree of 
adequacy. 


Improved coverage. The original thrust of pension 
reform seems to have been forgotten. 


The provision of pre-retirement death benefits without 
due regard to the more effective mechanisms available 
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through group insurance and survivor income plans, and the 
right of employee representation in its present unclear 
form. At the very least it should be acknowledged that 
there could be distinctions drawn between voluntarily 
created non-contributory plans and those that require 
employee contributions. And of great importance we believe 
the Bill should acknowledge that collective bargaining 
automatically creates employee representation. 


We are strongly opposed to the following: Section 54 
which would force plan sponsors to accept either increased 
costs or to reduce benefits for employees with dependent 
spouses, all in the name of non-discrimination. 


The practice of some plan sponsors to provide spousal 
benefits through a pension plan has arisen in recognition of 
a real need. The guarantee of equal value regardless of 
need seems inappropriate given the clear acceptance of 
public policy of basing benefits on the degree of need such 
as that written into the Workers' Compensation Act, the 
Canada Pension Plan, the Income Tax Act, et cetera. Perhaps 
another law, the Ontario Family Reform Act should be the 
prime instrument for ensuring equity. 


Next item, the possibility that an actuarially 
determined surplus in non-contributory defined plans such as 
Ours, where the risk is also entirely. ours, and with 
penalties in the event of a deficit arriving, will not be 
available to plan sponsors for use other than for 
indexation. We fully recognize the sensitivity of this 
issue, but trust that due consideration will be given to 
ensuring that surplus can be used by plan sponsors for 
purposes other than for direct indexation. For example, a 
reduction in employer contributions, thus freeing up funds 
for investment in the business and creation or preservation 
of jobs; an improvement in benefits. 


Next item, permitting funding of ad hoc increases for 
retirees such as we have done. 


I would like a brief comment from our consulting 
actuary, Mr. Pelletier, on this point. 


Mr. Pelletier: Well, I think as you may have noticed, 
as Ian mentioned, there is about $8-million which is 
currently paid in post retirement adjustments to current 
northern retirees. This has all been funded over the past 
few years by reason of lower contributions being required in 
the pension plan. That situation, as mentioned, creates the 
possibility that that deficits could arise in the pension 
plan, and that is exactly the situation we have now, and the 
employer is going to have to make additional contributions 
to make up for these unfunded liabilities. 


Mr. Bovey: In other words, surpluses are not a 
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permanent condition. 


Funding the cost of retiree health care is another 
item. This is a largely unrecognized long-term liability 
that will have to be faced more appropriately, and the 
existence of surplus is certainly going to help take care of 
that burgeoning liability. 


Now, in reviewing those four items, each in their way 
can be recognized as a legitimate protection against 
inflation and as a means by which plan sponsors can do a 
far better job of addressing today's needs than would 
indexing of future pension accruals. 


This leads us to focal point of the submission, we are 
extremely concerned with the proposal for mandatory 
indexing. 


We put forward the following points with respect to 
the economic impact on plan sponsors. Plan sponsors will 
incur substantial additional cost. 


As a national employer, Northern Telecom faces for 
future accruals only and in additional to 8.1 million we are 
already spending on post retirement adjustments, incremental 
annual cost estimated to be a minimum of $10-million per 
annum, or enough to pay the salaries of 300 people. This 
creates additional pressure at a time when we are facing 
increased worldwide competition in the marketplace. 


The cost of future accruals is only one aspect. How 
are our plan sponsors going to be able to justify two 
classes of retirees, those with inflation protection and 
those without? 


Northern Telecom, as noted, will not be subject to 
heavy cost increases with respect to past service as most 
because of our long history of ad hoc adjustments. However, 
we share the private sectors' concern, particularly given 
the unpredictable and extremely volatile nature of 
inflation. The cyclical character of manufacturing only 
serves to increase our concern. 


Mandatory indexing in its usually proposed form, 1.e, 
a percentage of the consumer price index increase, gives 
the most to those that have the highest current income. It 
discourages plan sponsors from focusing adjustments on those 
with the greatest need, such as those who retire prior to 
significant plan design improvements. 


The following points are with respect to a more 
general economic impact. 


The combination of Canada Pension Plan availability at 
age 60, easier access to private plan early retirement and 
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mandatory indexing, will contribute to a general trend 
towards earlier retirement, proving very costly for Canada's 
economy. 


Early retirement, while perhaps opening up some job 
opportunities for the unemployed new entrants into the work 
force, tends to be treated very often as attrition by most 
of the private sector. The point is that the average age of 
retirement is a very significant cost assumption in the 
funding of pension plans, and a trend downwards will cause a 
substantial drain on overall financial resources.  ~ Some 
western nations, our major trading partner, the U.S. 
included, are working to reverse this trend. 


Mandatory indexing could lead many plan members to 
save less for their retirement, and this situation is 
exacerbated by recent income tax changes affecting members 
of pension plans. 


An alternative solution. Northern Telecom fully 
recognizes the social attractiveness of Ontario's proposed 
legislation and, as stated, supports a number of its 
objectives. However, the corporation firmly believes 
indexing is particularly inappropriate at this time. 


We are concerned that it imposes the greatest 
additional burden on the good corporate citizen. 


While Northern Telecom has been doing the right: 
thing, it has always been our own decision based on business 
conditions and has never been pre-funded. 


Accordingly, and perhaps to encourage continued growth 
in the private sector, Northern Telecom suggests that plan 
sponsors, with plans which meet certain minimun standards, 
be granted an exemption from the requirement to index. For 
example, it might be appropriate to exempt non-contributory 
defined benefit plans which provide a benefit of say one per 
cent of final average earnings in excess of the average 
industrial wage. And in the case of flat benefit plans an 
equivalent could be determined. And defined contribution 
plans, an exemption might apply if the plan sponsor's 
contribution was at least say four to five per cent of 
pensionable earnings in exess of the average industrial 
wage. 


The concept of in excess of the average industrial 
wage relates to the fact that old-age security and CPP 
provide a combined pension representing a significant 
replacement ratio, and both are fully indexed to the CPI as 
iti S now. 


A further form of exemption could be granted based on 


a proven track record of ad hoc adjustments, which the 
private sector clearly prefers because of the cost and focus 
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flexibility this method provides. For example, 
consideration could be given to a minimum standard such as 
tri-annual adjustments after age 65 in an amount not less 
than two per cent compounded per annum. 


It should be noted that the Federal Governmert appears 
to be leaning towards the latter approach to the extent that 
we have a number of employees, our installers, who are 
subject to federal regulation because of their occupation. 
This symmetry is important to us. 


Recommendations to minimize the cost impact. 


The Friedland Commission, to which we shall also be 
directing these comments, is primarily concerned with 
developing the methodolgy to be applied in the event 
Mandatory indexing is adopted. 


We understand that the Commission's mandate permits it 
to determine ways to minimize the cost impact of the 
legislation, while ensuring its spirit is implemented. 


We will bring to their attention the following 
considerations which could certainly help obviate the degree 
of concern shared by the private sector. 


Inflation protection could simply be the prime option 
available at retirement. This case, the employee would then 
share in the cost of the pension. a 


Those who wish a larger replacement value at 
retirement could choose to protect themselves against 
inflation through personal savings while employed. In 
effect, this is the current system, encouraged as it is by 
income tax provisions. 


Required inflation protection could be a specific and 
reasonable percentage such as two per cent. If expressed as 
a percentage of the CPI, there shrub a cap to ensure that 
plan sponsors are protected in the event of rampid 
inflation. Such a reasonable CPI cap might be five per 
cent. 


The regulations should adequately take into account 
the inflation protection already provided through Old Age 
Security, Canada Pension Plan, and many other public and 
para-public programs such OHIP. 


Mandatory indexing should start no earlier than age 
66, this is a very fundamental point, i.e., one year after 
the normal retirement age assumed by public policy, Old Age 
Security and Canada Pension Plan, and the norm traditionally 
adopted by plan sponsors. 


If effective from age of retirement, this would 
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substantially increase costs, (a), by encouraging early 
retirement, and it would be particularly costly for those 
plan sponsors with a relatively low current average age of 
retirement due to the type of occupation of its employees, 
the effects of technological change, downsizing, et cetera. 


A case could also be made to have indexing perhaps on 
a more generous bases, for example, 50 per cent of the CPI, 
to commence only from age 71. This latter age has some 
substance in that it is the age at which Registered 
Retirement Savings Plans must be converted to some form of 
annuity. 


The regulations could also take into consideration the 
flexibility that would be inherent in more generous funding 
rules. Pre-funding of mandatory indexing could then be made 
more palatable. 


The following consideration is representative to the 
regulations as they effect collective bargaining. Under 
Our existing laws, all aspects of the employment 
relationship may be the subject of negotiation. We are 
concerned that organized labour will see this as a new base 
from which to bargain, and that employers will find it 
impossible to gain any credit for the significant cost 
increase imposed. 


Accordingly, it should be absolutely clear that there 
be no. applicability of any provisions of Bill 170-until 
expiry of the current collective agreement, and that 
indexing will apply only to future pension accruals. 


Conclusion: Bill +7 Oewili, in -ourenrnoas, create 
substantial and largely uncertain additional liabilities for 
those plan sponsors who have voluntarily provided generous 
pension plans. Additional expense, unlaterally imposed, is 
difficult to assimilate in the face of Canada's weakening 
competitive position in the manufacturing sector. 


Bill 170 cannot be looked at in isolation of other 
potentially costly legislation that is in the discussion 
stages, for example, unemployment insurance. 


The private sector needs to be able to depend on 
public policy to enable it to be competitive. 


Accordingly, we recommend that this Government give 
every possible consideration to going no further than the 
consensus agreement reached between the provinces and the 
federal government. This, as you know, did not include 
mandatory indexing. 


Thank you very much. We are open for questions. 


Mr. Chairman: Mr. McClellan? 
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Mra MeCletian: Thank you, Mr. Chairman. 
Thank you for the very thorough presentation. 


I was interested to know how many actuarial 
evaluations your pension plan has had, let us say, since 
LOTT? 


Mr. Bovey: How many? 
Mr. McClellan: How many. 


Mr. Bovey: Well, you could confirm this, but we have 
tended to do them pretty well annually; is that right? 


Mr. Pelletier: Yes. Each year annual evaluations are 
conducted of the northern plans. They are not all filed 
with the Pension Commission, but I would say the majority 
have been filed. 


Mr. McClellan: Have you been in a surplus position in 
any year during the last ten years? 


Mr. Pelletier: Over the last three/four years, yes, 
there have been significant surplus positions. 


Mr. McClellan: I am. sure you don't have all the 
details with you, but can. you describe for the Committee in 
as much detail as you can recall at’ least, the number of 
times that the fund was in a surplus position and the 
amounts of the relative to the value of the assets of the 
fund? 


Mri Pelletier: Yes. “Well, I think “we-have’to go back 
to about the last -- about three years where really 
surpluses began to arise in the pension plan, because for a 
large number of years there have been contributions to fund 
unfunded liabilities of a fairly sizable amount. 


I think over the last three years there have been 
surpluses that were initially fairly small, but have arisen 
to approximately $20-million I think in the last year. 


Mr. Bovey: It was over that time frame that we made 
the conscious decision to use the existence of such 
surpluses to reduce our contributions and to transfer like 
amounts of money into a new plan which was to fund the ad 
hoc increases we had made to retirees. 


Mr. McClellan: So you use the surplus for a 
combination of benefit enhancement to retried members and to 
reduce your own service contribution? 


Mr. Bovey: Yes. 
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Mr. McClellan: What was the split? 
Mr. Bovey: —I don’t know. 
Mx. McClellan: You do not have that information? 


Pier e ewe american, One yer 


Mie McClellan: Well, if you were taking a surplus, I 
do not know what the total amount of the surplus was, 
whether it was larger than $20-million or whether that is 
just a snapshot at a point in time. Taking the $20-million 
surplus, how would you have divided that between the two 
uses of what the Commission refers to as a service 
contribution holiday and benefit enhancement to your 
members? 


Mr. Pelletier: There has been one use. There have 
been many uses of surpluses over the years than benefit 
enhancements, because benefits in Northern Telecom plans 
have been increased consistently from a number of years. SO 
there have been a number of instances where experience gains 
from investment earnings have been used in part to offset 
some benefit gains. So we are going to almost, not each 
year, but almost every two years there have been 
improvements to the pension plans of Northern Telecom. 


In the last few years there have been even more 
significant surpiuses. I would say in total probably in the. 
neighbourhood of $40-million. . 


There was at the same time an unfunded and certainly 
unrecognized liability of the plan, which was these 
commitments that Northern Telecom -- not these commitments, 
but these payments that Northern Telecom had been making to 
retirees across the board, to all retirees of Northern 
Telecom, which amounted to about $7-million, and are now 
$8-million. 


So at the time when some relief could be taken, due to 
surpluses in the pension plan, funds were used by the 
corporation, not from the pension plan, but contributions 
were used to fund these amounts thereby increasing the 
security of the benefits to the retirees. 


Mr. McClellan: Thank you. For the current year were 
you required to make a service contribution or did you take 
that from the surplus account? 


Mr. Pelletier: In 1986 there is a current service 
contribution and there are for some of the plans of Northern 
Telecom, relatively small amounts, but amounts that are 
required to fund unfunded liabilities. 


Mire sBOVE Vem 87", 
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Mr. Pelletier: There will be in '87 and there were in 
'86 as well. 


Mr. McClellan: There were about, as I understand it, 
about three years out of the last ten where you were able to 
draw from surplus accounts to offset annual service 
contributions. 


Mr. Bovey: I just want it understood clearly that we 
did not draw from surplus as such. Nothing was removed from 
the pension plan as such. 


Mr. McClellan: I understand. 


Mr. Pelletier: Surplus accounts are monies that would 
not have been put there if I had -- 


Mr. McClellan: It is my clumsy way of describing the 
process. The Commission calls it a contribution holiday. 


Mr. Bovey: That is right. 


Mr. McClellan: One other question, you had raised the 
issue of two year vesting. I assume from your report, you 
do support two year vesting since it is part of the national 
concensus, and you appear to be supporting the national 
consensus, but you had raised questions about costs, and 
that is something that I have never been able to understand. 
If somebody is a member of a pension plan under the current 
vesting rules of 10 and 45 -- . 


Mr. Bovey: 10 in our case, not 45. 
Mr PiMeC Vel Var el isee right. 


Mr. Bovey: The real reason for cost implications is 
our pattern of turnover. Our turnover is substantially 
concentrated in a period after two years of service. So 
there is substantial administration, plus whatever cost is 
associated with those relatively modest accruals. Whatever 
ituic., Peele waddmbionalbecost and we do not face that. 


“Mr. McClellan: Thank you. How do you work out the 
actuarial? I am trying to get some understanding of how 
turnover is folded into the actuarial formula as you are 
trying to determine full funding, because everybody I assume 
who is a member of the plan is paying their contributions, 
and you are paying your share of the pension on their 
behalf. So that the money in one respect is in the plan and 
it is fully funded and yet there are actuarial assumptions 
that take into account what the turnover rate is going to 
be. And so you reduce your costs on the basis of an 
anticipation that a certain number of employees are going to 
lose the employer's share of the pension contribution. 
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Mr. Pelletier: That is a non-contributory pension 
plan. So there are no employee contributions. 


Mr. McClellan: Right. Thank you. 


Mre Pelletierms in thes.evaluation,.,of ,course,.thiere is 
a discounting factor for the fact that the employee may not 
be still there after the ten years of service, and, 
therefore, in anticipation .ofy that) possibilitysthererisiva 
reduction in the cost, of course. 


Now, if all of a sudden we have to grant vesting, I 
mean, all these credits disappear and therefore there is an 
extra cost. 


Mr. McClellan: Right. But when somebody sits down, a 
member of the bargaining unit, whose Union is bargaining on 
their behalf, I assume that the pension contribution, when 
negotiating time comes around, is part of the wage package; 
am I wrong? 


: Yes, you are wrong. We do negotiate 
benefits as such, not any costs. We promise to deliver a 
certain level of benefits, and that is exclusively what is 
negotiated. It obviously is part of our,overall .cost 
consideration. 


Mr. McClellan: It is part of the overall pie that is 
nOnmehemtabte- | . 


Mi bovey: But you do not see any reference to cost 
as such in any collective labour agreement language. You 
see only reference to, we will pay X dollars per month per 
year of service upon your retirement meeting such-and-such a 
condition. 


Mr. McClelian: Right. Would you disagree with the 
proposition that if you weren't paying that amount of money 
in cost in the form of the pension contribution, you would 
be paying it as a form of wage, take home pay? 


Mr 2Bovey*: “Yes.7 )Buteif it wasminschestormiot 
pensions it would probably be in the form of a defined 
contribution plan, and both are -- the representatives of 
our employees and ourselves do not believe that it delivers 
as good a long-term pension. 

MreMeClel Lane @eSOSyOUurs gis a ve a7 

Mr. Bovey: Defined benefit. 

Mr. McClellan: Defined benefit. 


Mr. Pelletier: The situation is that in a defined 
benefit plan there is no exact knowledge of what the cost 


Farr & Associates Reporting, Inc. 


G3 


is. I mean, the cost would be known when people retire and 
receive "their benefits: 


Theres certainly ‘cost tlt is ither precise 
determination that is not known, and therefore there is no 
commitment towards the cost, but towards the delivery of the 
benefits. 


Mr. McClellan: One more question, it is more of a 
comment. 


My understanding of the cost impact of reduced vesting 
isin fact a loss ofa cost savings to you. Yow ,are making 
the payments on behalf of your employees on the basis of ten 
year vesting, but you are making actuarial assumptions about 
your turnover rate. In fact, you are paying the money on 
behalf of employees and then taking it back under the ten 
year rule. Well, at least you would not be able to any 
longer. You are going to have to revise your actuarial 
formula to’ take into account thesfactyehat youl'are no longer 
able to take back money from your employees. 


Mr. Pelletier: But the fact is, Mr. McClellan, that 
if there is two year vesting, there will be more benefits 
being disbursed and if there are more benefits being 
dispursed, there is going to be a greater cost. That is 
what it boils down to, and it is what we meant by additional 
contributions. 


Miro oMcCleblansesThankeyou: 


Mr Chairman?” Mrovbane? 
Mr. Lane: Thank you, Mr. Chairman. 


I guess my question was partially answered with the 
former speaker. 


On page 7 you talk about your concern about earlier 
vesting. I do not see any place where you are suggesting 
how to resolve your concern. 


: I think we have accepted that it is 
inevitable, and I think we have determined that at least the 
fact that there is provision for a two year waiting period 
before plan entry mitigates the cost increase to some 
significant extent and that is something that we can lean on 
to assist in overcoming the problem. 


MretLane:s in tother “words, “you “do Mot likeit ‘too 
well, but you are going to live with it. 


Mr. Bovey: Exactly. 
Mr. Lane: On page 8 you say you are concerned about 
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improved disclosure requirements. Do you want to enlarge on 
that -atald- 


Mr. Bovey: Well, it is really only a question of what 
ultimately become the requirements as opposed to concern 
about -- we are essentially saying that we support the 
disclosure requirements. We are simply concerned about the 
measure. There is an awful lot of complexity in 
understanding pension and all the peripherals. I think we 
have just had an example of how confusing it can be. 


So we want to make sure that whatever comes out in 
terms of regulation is something which is not to be too 
onerous and which is understandable, and which is going to 
be something which has real meaning to the plan members. 


Mr. Lane: In other words, it should be in layman's 
language. 


Mr. Bovey: Yes. 


Mr. Pelletier: Well, I think it may go just slightly 
beyond that. In the required disclosure, there are 
requirements to disclose to people that Northern Telecom may 
not even know. There is a potential for more than one 
spouse, for example, in this legislation. 


To read the proposed regulations, there is a very 
extensive number of people that you have to provide 
information to, and in some cases Northern Telecom may not 
know. 


Mr. Lane: On the same page, I just wonder if you want 
to enlarge on your remark about part-time employees? 


Mr. Bovey: Well, as indicated in one of the 
appendices, Our average rates are Significant. When you 
start translating what part-time employment would require in 
the number of months at some of these rates, we are talking 
about people potentially picking up credited pensionable 
service in very short periods of time. I could visualize as 
few as three months. 


I do not think that the plan was evolved on the basis 
of looking after people who would be working part-time, not 
have an ongoing permanent link with a company, necessarily, 
picking up pension credits for as few as perhaps six months 
service in two years, and maybe never working again. It is 
that kind of a concern. 


Mr. Lane: On page 9 you say you are strongly opposed 
to Section 54. Again, is there anything further other than 
what you have in your brief that you would like to tell us? 


Mr. Bovey: I think that we have reflected our 
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concerns in a letter to Mr. Kwinter, which he has 
acknowledged. I do not think we need to dwell on it. 


Mr. Lane: So the information is available to us. 


On page 12, I guess you are saying that early 
retirement is not necessarily an opening for new employees 
to get jobs. It is quite often taken up by attrition and it 
is probably a false hope that new jobs are going to be 
available. 


Mr. Bovey: Certainly our experience and the 
experience of many people we have talked to, has been that 
it tends to be used as an opportunity to soften the effect 
of downsizing, yes. 


Mr. Lane: Okay. Thank you very much. 
Mr. Chairman: Mr. Lupusella? 
Mr. Lupusella: Thank you, Mr. Chairman. 


Could you please tell me if you have such figure, how 
much people in the Province of Ontario are covered by 
private plan, and if you would use a ratio from one to one 
hundred, what kind of a percentage of these people have such 
a plan? 


Mr. Bovey: I skipped over the reading of the early 
part of our submission. I think you will find a specific 
reference to a number of employees in Ontario on page 2, 
where we have 14,000 employees working in ten Ontario 
communities, all of whom, exempt those who are clearly 
part-time or term employees, are covered by our plans. 


Mr. Lupusella: I had an opportunity to read in fact 
page 2, and I understood that the figure given to us is 
based on the number of employees working for your 
corporation. My question is, if you have any figure which 
will affect the total Liberal force in Ontario in the 
private sector, how much people have private pensions? 


Mr. Bovey: In Ontario? 
Me. Lupusel ia: yes. 
Mr. Bovey: All companies, I am sorry. 


I am told that there is, depending on how you look at 
it, 50 per cent or thereabouts, are covered by private 
plans. That would take into account the fact that some 
people are working for companies where there are no plans, 
there are some who are in the waiting period. That kind of 
Chinc.amicuieo0 Per Cente iechidinke Lo Genetauty accepted: as ta 
reasonable coverage figure. 
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: Do you have the figure of people that 
are not covered at all in the private sector by private 
plans? 


Mr. Bovey: Well, I would assume it is somewhat less 
than the remaining 50 per cent because there would be some 
companies who would have alternative forms perhaps, such as 
profit sharing plans, deferred profit sharing plans or group 
registered retirement savings plans. So I do not know the 
answer, but it would be less than the remaining 50. 


Mr. Lupusella: Thank you very much. 
Mr. Chairman: Mr. Guindon? 
Mr. Guindon: “Thank you, Mr. Chairman 


Among all the people you employ in ten provinces you 
Said) Or it is right, across Canada: 


Mr. Bovey: Yes, we have people in virtually every 
province, yes, in every province now. 


Mr. Guindon: What effect does it have on the 
administration of a pension plan like you have if Ontario 
goes ahead with Bill 170? 


Mr. Bovey: I suspect up to this point we have 
administered on the basis of legislation as it emerges. As 
a consequence, we do have some dissimilarities even now 
because Manitoba has some significant differences. 


Ms. Henderson: And Saskatchewan and Alberta. 


Mr. Bovey: However, obviously if Ontario were to move 
ahead, I think we would be hard-pressed to have 
significantly different approaches for employees of the same 
corporation, and would probably have to strongly consider 
applying whatever, everywhere. That is why I have rolled up 
the figure to talk about total corporation in some of the 
costs. 


Mr. Guindon: That is in your case. What about the 
case of maybe some other company who could not maybe afford 
fo MN 


Mr. Bovey: <I did not suggest we could afford it. I 
am Suggesting we cannot afford it. 


Mr. Guindon: What I really want to ask you, would it 
be used by some companies to maybe hire employees from 
another province sin (Ontario: 


Mr. Bovey: You mean invest in other provinces with 
less expensive legislation? I .can"t comment on that. I 
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think there are many other factors that go into that 
determination. This would not be the most important. 


Mr. Guindon: Thank you. 
Mr. Chairman: Any other questions? 
Thank you very much for your presentation. 


Although the next presentation is not slated until 
11:00, I think we can proceed with it, if the gentlemen 
agree. 


We have a presentation from the Joint Committee of 
Graphic Arts Multi-Employer Pension Trustees. We have with 
us Mr. Mitchell, Mr. Smith, and Mr. Paquette. I am not sure 
which is which so maybe one of you would introduce the three 
OL “your 


Mr. Mitchel]: My name is Mike Mitchell, I am counsel 
for the Committee. On my left is Mr. Paquette, who is the 
International Vice-President of the Graphic Communications 
International Union. On my right is Mr. Smith who is the 
Executive Director. of the Council of Printing™Industries of 
Canada. 


The purpose of the representations this morning is 
basically to address the specific problems .of multi-employer 
plans in terms of this legislation. 


The Tein’ Committee is a rather unigue institution. 
It was formed essentially for the purpose of putting forward 
representations regarding pension reform. It represents the 
joint view of the trustees of these pension plans, which 
basically cover the printing industry of Canada, and they 
are the joint view of all of the trustees. And the Board of 
Trustees is composed of an equal number of Union 
representatives on the one hand and an equal number of 
employer representatives on the other. 


So that the views that I am putting forward do not 
represent the views of the Union side or management side, 
but they represent the joint view of both sides who jointly 
have the responsibility for administering these plans. 


It is indicated in the representations on the first 
page that there are approximately $200-million dollars in 
assets in these plans. I am advised this morning that is an 
old figure and not correct. The new figure that is correct 
is, it is approximately $325-million, in assets. 


There are thousands of employees in the printing 
industry across Canada, perhaps approximately 12,000 
involving some 500 employers. Some of those employers are 
of a large size. Many of them are very small. 
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Essentially these plans operate across Canada. Two 
of them operate in fact across North America. But the asset 
value that I have given you is the asset value of the funds 
in Canada. 


This is thesfieetitime Badly 0s—— is *ebrectively “the 
first time that multi-employer plans are going to be 
regulated by legislation. . The existing legislation did not 
purport to deal with them in any substantial way or in any 
effective way. Contrary, for example, to the experience of 
the Americans who have been regulating multi-employer plans 
through their pension legislation for many years. 


Accordingly, since this is the first time in Canada, 
really, that multi-employer plans are going to be regulated, 
there are bound to be some technical areas which need to be 
addressed. The Joint Committee has been trying to address 
those issues for some time, and we are here before the 
Committee to attempt to bring to your attention what we 
consider to be some very important omissions in Bill 170. 


Sprinkled throughout Bill 170, and all of its parts as 
you go through it, are specific references to multi-employer 
plans and specific exemptions for multi-employer plans 
because the requirements that apply to single employer 
plans, and it really does not matter whether they are very 
large or very small, simply have no application very often 
to multi-employer -plans. 


I should tell you multi-employer plans operate, of 
course, not only the printing industry, but they are very, 
very important in the construction industry, in the garment 
industry, in the food industry and in others across Canada. 
But, of course, we are particularly concerned with their 
impact on the plans in the printing industry. 


These plans are the product of collective bargaining, 
and sophisticated collective bargaining in the sense that 
they are not the product of an individual agreement made 
between necessarily just an individual employer, but 
generally between a large employer association on the one 
hand and trade unions on the other, with smaller employers 
generally picking up that arrangement and being bound to 
that agreement. 


Some of the plans are self-administered, certainly the 
large ones are. The smaller ones may be administered by a 
trust company, or something of that kind. 


Basically the contribution rates in multi-employer 
plans are set through collective bargaining. They are set 
in whatever the cycle of collective bargaining is, whether 
it is annual or every two years, or every three years, or 
whatnot, and the contributions are fixed. Generally 
speaking, in most of these plans they are not contributory, 
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the employees do not contribute. There is a fixed, defined 
contribution that comes from the employer. 


The most important aspect of these plans is that they 
are jointly administered, that there is an equal number of 
union representatives and employer representatives on the 
Board of Trustees, and they have the responsibility jointly 
for administrating the plans. 


Now, we have here in this submission really a number 
of sometimes quite technical points, and I am not going to 
spend a lot of time dealing with them. I am going to try to 
highlight most of the problems. I want to save some time 
certainly at the end of the submission, and perhaps you 
could just clarify. We have to, approximately, 11:30, do 
we? 


MreChairmans*Youcoullduprolonguit™thatwlongtit «you 
Tike. 


Mr. Mitchel]: We will try to move along. I certainly 
want to leave some time at the end to deal with the question 
of indexing which, from the point view of the Joint 
Committee, is one of the most pressing issues to be 
addressed. 


On page 4 of this written submission there is set out 
there the definitions of multi-employer plans from the 
definition section ‘of "Bill 170... Then there is a further 
section 8(1) (e) on that page which refers to the fact that 
if a multi-employer plan is established pursuant to a 
collective agreement, the Board of Trustees establishing the 
plan must be at least half representatives of the Union and 
half representatives of the employer. 


There is no problem with that, except that it may be 
techincally incorrect. It may be, and argue it is actually, 
that these are not technically plans "established pursuant 
to a collective agreement". They are plans really 
established pursuant to a trust agreement, entered into by 
an employer's association, a trade union and individual 
trustees when they were originally set up. 


Sometimes the collective agreements bind employers to 
the plans, but technically not in every case are they "plans 
established pursuant to a collective agreement". So we are 
a little worried by the terminology. 


We have suggested basically on page 5 different 
language for Section 8(1)(e) which would reference it simply 
to the employer's obligation to contribute to a plan being 
in a collective agreement, and not the plan itself being 
established by a collective agreement. 


Now, this is technical, but it is important because if 
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all the exemptions to mulit-employer plans of our kind are 
not properly defined in the legislation, they are not going 
to apply from a legal point of view, and so it is quite 
important that we get the definition section and the 
reference sections and the exemption sections phrased 
properdy. 


On page 6 we come to the problem of a question of 
vesting, and we have set out the provisions there of Bill 
170 which deal with vesting. The Joint Committee has no 
problem with two year vesting. That is not the problem. 


The problem is that the way the definition has been 
set out in the Bill does not take account of the special 
problems of multi-employer plans, which are as follows. The 
Bill defines in Section 38 that you have effectively two 
year vesting when you are a member of the plan for a 
continous period of 24 months. Now, in a single employer 
plan that Ws not ‘a problem. *You iare- employed andwyou are a 
continuous member of the plan for 24 months. Your 
employment is exactly the same as your membership in the 
plan. 


But it is not true with multi-employer plans. 
Construction is the easiest example to understand. You go 
from job to job, you terminate your employment with a 
particular employer and you move to another employer. And _ 
same thing happens quite often in the printing industry. So 
you are not employed and working all the time that you are a 
member of the plan. Your membership in the plan does not 
stop just because you stop working for one employer. 


That is one of the major purposes of these plans, for 
example, in’ constructiom and printing. Sout provides for 
continuity of pension contributions and accumulation of 
pension benefits through a system because people are working 
for a variety of employers. 


Now, the effect that this will have if you just leave 
it this way, is that someone who works, for example, for a 
month in two years will have been a member of a plan for a 
continuous period of two years and so will be vested for 
that month. Now, that represents a special problem for 
multi-employer plans and it does not make a lot of sense. 


What the legislation has done in another section, in 
Section 32, is to say it does recognize that multi-employer 
plans have a special problem. What you say in Section 32 of 
Bill 170 is that a multi-employer plan can set as a 
condition precedent to membership in the plan a certain 
earnings requirement. For example, you say in Section 32 
that you would have to earn, I think it is, 35 per cent of 
the YMPE, years maximum pension earnings in each of two 
yeats<) »Well, “thatwis all = right;* but*our* plans’ do#not: ‘do 
that. We do not want to do it. We do not want to have to 
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say to somebody that you cannot be a member of our plans 
until you have earned a certain amount. 


What we would rather do is let them be members of the 
plan right from the beginning and only vest them if they 
work a certain amount; for example, a thousand hours in each 
of two consecutive years. 


So we do not want to be forced to be put in the 
position of bringing in these membership requirements, which 
is the position we are going to be forced into, perhaps 
effectively, if the Bill is passed in this way. 


We would much prefer, certainly if we do not have a 
membership requirement, to be able to say, you have to work 
for a certain minimum period in each of two years, and we 
think that should be about a thousand hours or some 
equivalent amount set by the Superintendent of Pensions. 


We have made this representation before and we really 
have never received an answer as to why the suggestions that 
we have made are not satisfactory and cannot be accommodated 
in the legislation. 


With respect, on page 8 there is a question of 
transfer payments, and this involves the right of people to 
take their money out of pension plans at a certain point in 
time and transfer it to another vehicle. We have no 
objection to the concept. 


Our objection is that the section as drafted again 
does not take account of the special problems of 
multi-employer plans. 


What Section 43 does not make clear is that you do not 
have the right in the case of a multi-employer plan to take 
your money out just because you terminate employment. In 
other words, you are working in the printing industry in the 
course of two years for, say, three different employers. 
Just because you terminate employment after four months, you 
should not be able to take your money out if you are going 
to work for another employer a month or so later. It does 
not make any sense to have this money going in and going 
out. It will create enormous problems for the 
administration of these plans. 


So there has to be a provision that says that 
basically you can only take your money out and transfer it 
when you are entitled to terminate your memberhsip in the 
plan. And there is a section that says you can terminate 
your membership in the plan after two years if no 
contributions are made in that two year period. 


Sotthistis*really sjust itechnicahom Iicdo mot pthink 
there is any problem here with the concept, but the 
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legislation as it is drafted will be really a nightmare, in 
my view, in my submission, for multi-employer plans. 


You need a section that is exactly like Section 64(6). 
You! have: qgotsitvin. Section) 6466) Hof brig 707,whichhas the 
locking in provisions, and it should.be here in Section 43. 


On page 9 we deal with the question of contributions 
and delinquencies. Perhaps as you can appreciate, this is 
one the most important problems that multi-employer plans 
have because we have got a lot of employers, many of them 
small employers, and many of them regularly do not make the 
contributions that they are supposed to make. And the 
trustees have got the obligation and the duty to collect 
those contributions, to collect those delinquencies. Most 
multi-employer plans have a system set up to try to collect 
those monies in an expedited way. But you have got to be 
able to collect the monies quickly. If you do not collect 
them quickly, small employers especially may be out of 
business or bankrupt, or whatever, and have nothing left by 
the time you go to collect the monies that are not paid. 


What is necessary, what is required is to have an 
expedited efficient mechanism for multi-employer plans to be 
able to collect monies that are not paid, which are, after 
all, pension monies, very important monies owing on account 
to the particular employees in question, quickly. 


Now, the legislation just does not do that. . You say 
in Section 56 that the employers have to pay. Well, that is 
notradding ‘anythingmthateisrnotitheresnows eContractually 
now they have to pay. 


In Section 60 you say the administrator of pension 
plansvcam go to-court: and collectsthe money.@mewell;, we can 
go) to) court#toncoliect, the money mow.) ile. does noteshelp; 
though.) bt “isesuchtatlongwprocess .of collection ,and can be 
delayed for isuch along period that itis mot, helpful. 
Nobody goes to court to collect these monies. 


in sectionmidi. you, saysyoumcanegouto Provincial (Court 
and get a conviction, prosecute the employer and get a 
conviction, and then if you get a conviction you can also 
get an “order for the money. Well, frankly, that is not *very 
helpful either. Provincial Courts are not the place for 
those kind of problems to be dealt with. The Provincial 
Court Judges have got a lot of important matters to deal 
with, and collection should not be one of the things that 
they are being required to do deal with. We are not saying 
that'isection’ should snot "be ithere; but it issjust «not 
€fiectivie: 


What we are saying is that you need an expedited 


arbitration mechanism. There are mechanisms now in the 
Labour Relations Act, in Section 45 and Section 124, for the 
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construction industry that do provide for expedited 
arbitration. 


What is required in our view is exactly the same kind 
of parallel legislation for the collection of these pension 
contributions for multi-employer plans, and the public will 
not pay the cost of any of that. The arbitration provision 
will be paid for by the parties themselves. It is not going 
toscosusethe public epurse vany thing: 


The mechanisms are now under the Ministry of Labour 
and the Office of Arbitration for these arbitrators to be 
appointed. It is not going to require setting up any new 
bureaucracy or any new problems. 


All that is required, really, is a thoughtful 
application of an existing mechanism to a new use. 


We have taken the time to suggest, though, the 
statutory language that should go in. We have not, 
frankly, ever had a response as to why this is not practical 
or reasonable, or has not been considered. 


If I can go over to page 14, there is an analogous 
problem, and it really points out, in our view, something 
that eisvreal ly Vquite ysidly 7 {wi eh respect , Sint Biles 02) ait 
is the notice of delinquencies. . 


‘Instead of giving an expedited arbritration mechanism, 
the Bill requires that the administrator of a pension plan 
notify the superintendent of all the delinquencies. 


Well, in the case of multi-employer plans in the 
printing sindustry -lecanstell syousthatveach monththere are 
many, many delinquencies. Some of them get cleared up in 
the next month; some of them get paid and some of them do 
not, and some go on, and it is constantly changing. 


It is a hard job keeping track of them ourselves. It 
is all computerized. A lot of funds are spent on it. It is 
going to cost money to notify the superintendent, that is 
fine. But what is the superintendent going to do with the 
information? They are not just going to get it from the 
multi-employer plans in the printing industry, you are going 
to get it in the construction industry where the 
delinquencies are probably even more, and the garment 
industry and everything else. What are you going to do 
with all this information? Put it in a box? Are you going 
to spend public funds to put it into a computer? 


The solution to the problem of delinquencies is not 
for us to give notice to the superintendent. The solution 
is to obligate multi-employer plans to collect them the best 
they can and give us the legislative means through an 
expedited arbitration provision that we will pay for, to let 
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usvido “thesj obi properly .wsThat) isarealiy: the whrustaor she 
representations on delinquencies that we have to make to 
you. 


Section 57 on the notice of delinquencies just does 
not say anything at all about what the superintendent is 
going to do. Frankly, we do not think the superintendent is 
going to have the resources or the ability or the capacity 
to do anything about it. God only knows what they are going 
to do with the accumulation of paper that we send over to 
that office. Surely they have more important 
responsibilities. This one is ours if you would only give 
the trustees the effective mechanism to carry it out. 


The next point that we make on page 15 is with respect 
to. theyduty icf ecare, ‘the? leqalyijsabil tyjicheehe’ Boardsi.of 
Trustees of multi-employer plans. I should say at the 
outset that we have no problem with the duty of 
responsibility being imposed by the legislation. 


The problem is the with the second sub section, which 
basically says that if you are on one of these Boards of 
Trustees, you have to use all the knowledge and skill that 
you pocess by reason of your special profession or business 
OF calling. This presents a special problem for 
multi-employer plans because, for example, the employer 
trustees who serve, serve gratuitously. They are not there 
because they are being paid or because it iS any particular 
honour; they are there because they are being asked to 
serve and because their expertise and guidance and knowledge 
is necessary. 


One does not want, in the case of multi-employer 
plans, to discourage those people from serving by saying to 
them, well, because you happen to be an accountant or you 
happen to be the head of a large business, that you are more 
responsible than anybody else because you have special 
knowledge and special abilities; even though you are serving 
gratuitously, you are not getting anything for it, and it is 
basically a service to the industry and a service to your 
employees to go on that Board of Trustees. 


So we are just concerned that it is going to 
discourage qualified people from acting. It probably will 
not discourage them from acting until the first time they 
are sued for having failed to exercise some special 
responsibility, but certainly thereafter you are going to 
have trouble getting qualified people to serve, and that is 
not going to help multi-employer plans. 


The second problem is that you are going to have a 
gnouprot , peoplesyinzthesroom on agBoardsofaTrustees; shalt of 
them from the Union and half from the employer side. 
Basically their responsibility as trustees is to gather to 
administer the plan properly. In our view, they should all 
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have one standard of responsibility, one standard of care. 
It should not be different for each person in the room 
because of their special knowledge and special position. It 
creates the potential for unnecessary conflicts among all 
those people to have one group saying, well, we have a 
higher responsibility of care or lower one than you do, or 
anything of that matter. It just creates the possibility of 
legal problems that do not need to be there, and putting 
tensions into the room that do not need to be there. 


There is not a whit of evidence that this is necessary 
in the case of multi-employer plans, that multi-employer 
plans are not properly administered now, and that the job is 
not being done. 


Section 23(1) standing alone says you have to exercise 
an Ordinary scares. [Either just leave 23(1) and leave out 
23(2), or else put an exemption in for multi-employer plans 
that says that 23(2) does not apply to them. We suggested 
that language on page 16 of our submissions to you, that 
exemption. 


If the time comes when multi-employer plans do not do 
their jobs properly, and the evidence is there that this 
kind of a thing is necessary, that is the time to pass this. 
It is certainly not necessary to do it, in our submission, 
in advance. 


On page 17, I only. want to spend a couple of moments 
on this, these are the conflict of interest provisions. 


We do not disagree obviously with conflict of interest 
provisions, but with multi-employer plans there are 
certainly some arrangements which could conceivably be 
regarded in some way technically as conflicts which should 
be dealt with. 


For example, the Union, which might have very large 
computer services, could rent those computer services to the 
plan. Or the plan which needs to have a lot of documents 
printed could use one of the trustees to print the booklets. 
The Union, for example, may lease space to the plan. 


Those kinds of things should be possible if they are 
done openly and disclosed. In the United States this is 
dealt with in the legislation, it is dealt with ARISSA. 
TReresare prohibitions of conflict of interest, and then 
there are exceptions to that set out in the United States 
Codes PAnd; frank) V,aite tsea 2 Otmofe trouble to do that; but 
iMtrecr che wright approach. 


The wrong approach is to prohibit these things 
absolutely because they are in the best interests of the 
members of the plan to be able to do them. And they are 
really not conflicts when they are open and they are 
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disclosed, when the contracts are there and when everybody 
knows about them and can look at the arrangement, commercial 
arrangements that are made, that are in the interest of all 
parties. 


On pages 18, 19 and 20 there are these questions of 
amendments to plans. By the way, gentlemen and ladies, 
these are not the first submissions that we have made with 
respect to any of these matters, and there are a lot of 
points that we made before that we are not making today 
because a number of these points certainly have been 
accepted. 


This section on amendments to plan has been largely 
redrafted, and we are quite happy with a lot of changes that 
have been made from the draft bill. 


But there is still one problem that is left that 
should be rectified. 


What this section now does, says, is that if you amend 
the plan, you only have to give notice now, to the members 
Of the plan, that you are going, COLamend ,it Ifythe 
superintendent thinks the amendment is adverse to the 
members. And that is fine, there is no problem with that. 


But then it goes on to say that in any case, it does 
not really matter whether it is adverse or not, once the 
amendment is in you have to give notice to the members. 

That seems innocuous enough. But the problem is, it just is 
very costly to have to do it all the time, particularly when 
you are always amending the plan to increase benefits, or 
whatever. 


Mutli-employer plans are regularly amending their 
plans to increase benefits, and these amendments happen all 
the time, and there are thousands of members across Canada. 


So we have avery simple request, and that is that 
legislation now says we have to send out every year a notice 
to members saying what their benefits are, what their 
entitlement is, and once a year we should have to at the 
same time let them know what the amendments to the plan were 
in the last year. Not have to give them the annual 
statements and then in addition to that have another mailing 
every time we register an amendment with the Pension 
Commission. 


It is a different matter if the amendment that we are 
proposing is adverse to the membership. Well, that, of 
course, the superintendent will tell us to mail that out, 
and that is fine. We have not had any one of those 
amendments and I don't think we will. But we certainly 
agree Wi thacuac. 
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But technically there is absolutely no reason why we 
should have to go through this. 


SectVons22C4)))) disyvow will slookvatewit, ait-alets: the 
superintendent give an exemption to that mailing out 
requirement if the amendment has been agreed to by a trade 
union that represents the members. If you look at the last 
Rhine jo£) that. 


You can solve our problem by adding on to those 
words - or is passed by a multi-employer plan - because a 
multi-employer plan where the Board of Trustees passes the 
amendment, it is like the Union agreeing, because half the 
representatives on the Board are the Union representatives. 


So we have suggested that solution on page 20. 


Alternatively, there is the solution of just saying 
the sub section that says that we have to mail out these 
amendments all the time does not apply at all, and we will 
give those notices annually to the members and that will be 
SULEIcIent > 


On page 21 there is the enforcement section of the 
Act, and my comments in this regard do not only apply to 
multi-employer plans, they do apply to all plans. We think 
that these sections are deficient, and that there is a 
serious omission from them, and the omission is that it does 
not allow for an order of the Superintendent of Pensions to 
be enforced in some circumstances, and it does not allow for 
a revised order of the Pension Commission to be enforced in 
some circumstances. 


ThesActehas@qoteinvit;, throughout ’themdraftcball there 
are five or six places where it specifically says: An order 
made under this section that deals with this problem can be 
enforced as an order of court if it is registered at the 
Supreme Court of Ontario. That is okay, that is fine. But 
there is not one section anywhere that says all other orders 
Made by the superintendent that are not challenged, that are 
not the subject of a hearing, or even where they are subject 
of a hearing and revised by the Pension Commission, can be 
enforced. This seems to us to be a major omission. 


We set out all the sub sections here and set out at 
length why we think that authority just is not there at the 
moment. 


At the bottom of page 23 we have set out an amendment 
that we think is necessary, that is consistent with the 
draft of the bill as it now stands. It just» allows these 
orders to be enforced once, if there is no hearing process 
orlif’ after’ a hearing, once the®matter isodecided. 


It does affect us in some ways; for example, this 
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legislation requires the employers to provide multi-employer 
plans with certain information. The administrators of 
multi-employer plans cannot do anything unless the employer 
sends in a contribution report, or discloses the employee's 
age and address, and all that sort of stuff. The 
legislation requires the employer to send it in, but there 
is no mechanism to enforce it. 


We could complain to the superintendent and the 
superintendent could order them to do it, but there is no 
way now of enforcing it. That is a very simple example, but 
it cis van simpor tant romissions sBut «<iteapplies,.as yah as we 
can see, to a whole range of matters, and they would affect 
Single employer plans as well. 


So that suggested amendment is at the bottom of page 
23, and over at the top of page 24. 


One other omission that we think is in the Bill is 
that you can appeal. Under the Bill you can appeal from an 
Order of the Pension Commission to the courts. There is a 
right of appeal, but there is no time’ limitw.forreiling it. 
That does not seem to be very constructive. 


So we have suggested on page 24 that if you are going 
to appeal, you should not be able to hold up the whole 
process by being able to appeal within any time frame, and 
15 days seems appropriate. We think that addition should be 
made. AL: 


Now, that brings me to the problem of mandatory 
indexing on page 25. The comments that we make with respect 
to mandatory indexing have no application, I should say, to 
Single employer plans. They have nothing to-do with them at 
all because multi-employer plans are completely different. 
For example, there is no surplus problem in a multi-employer 
plan, there is no surplus issue. All the money that goes 
into these plans goes for the benefit of the beneficiaries, 
full stop. Not one cent of it is ever going to anybody 
else. So it is not a question of money being used for any 
other purpose. 


Point number two, the contributions are fixed in 
collective bargaining, and you cannot just increase the 
contributions to the plan in the middle of the year or in 
the middle, whenever you feel like it. 


The collective agreement is for a fixed period of one 
year or two years or three years. The employers' obligation 
to contribute is fixed, and unless they gratuitously say, 
well, yes, we will open it up and put more money in, there 
1s no way of getting more money into the plan except for the 
contributions that come from the employers that are fixed in 
the collective agreement. 
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Point number three, most pension plans cannot reduce 
their benefits if they have been promised. You have got a 
SECCiOn "OL stne -ACt,"leenink it is Bill 14, which says that 
you cannot reduce a benefit that is already vested. 


Well, there is an exemption already in the legislation 
for multi-employer plans, because the legislation recognizes 
that multi-employer plans can only spend the money that they 
have, and if they do not have it, they are going to have to 
reduce benefits. So there is an exemption already there. 


Now, what we are saying is, it does not make any sense 
to require multi-employer plans to have to index 
compulsorily, because if the funds are not there, not going 
to be able to do it, and we are going to have to reduce 
benefits for everybody. 


In the last six years these multi-employer plans have 
increased benefits to pensioners by about 22 to 23 per cent 
over and above the rate of inflation. So it is not as 
though these plans are not in fact increasing benefits to 
pensioners, but they may not always be able to do so. If 
economic times are difficult and there are layoffs, and 
perhaps substantial layoffs, the contributions simply cease. 
If the employer contributes per hour of the employee that 
works and if the employees are not there, the contributions 
go down. Sometimes you have got high inflation and adverse 
returns of the funds that are invested. 


. So generally speaking, it is possible to continue to 
increase benefits to pensioners and these plans do it, but 
it is not going to be always possible. And in the last six 
years certainly there have been some very difficult times 
for "the "printing industry. 


So, given that there is not a surplus problem, given 
that these plans, that they cannot afford it, they are just 
going to have to be able to reduce benefits anyways. In our 
view there is no sense in requiring this statutorily. 


The fact is that the CAPSA proposal, that is the 
Pension Superintendents Accross Canada, they have had an 
excess interest proposal as you may know some years ago, 
which they made. The actuaries of all of these plans costed 
that proposal, and the costs of that indexing were just 
extremely high. One of the reasons they are extemely high 
is that the actuaries, as they are probably required to do, 
have to always conservatively, make conservative assumptions 
about things that are going to happen. And so they often 
tend to assume somewhere in between the very best and the 
worst. But the costs that they indicated of that proposal 
were in some cases in excess of a hundred per cent of 
present costs of that particular CAPSA proposal, and those 
costs are set out on page 26. 
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In one case the costs of that proposal were as high as 
120¥and 127 “pervcent ofsthe current costofstne plan. 


Now, there is only one place for those costs to be 
paid, and that is basically in collective bargaining. 
Collective bargaining, in our submission, is, in these 
particular plans, not talking about single employer plans, 
but these multi-employers plans, everything is on the table 
in collective bargaining. -And the partieswshould, bewable to 
allocate the monies where they need to, having regard to all 
of the priorities and the various circumstances, and they 
should not be required to put it in certain places as 
opposed to others if it is not necessary to do that. 


So basically, the conclusion in that regard is that 
insofar as multi-employer plans are concerned, the whole 
rationale for indexing insofar as it relates to surplus 
problems does not exist. 


These multi-employer plans have done a better job than 
a lot of others in terms of increasing benefits to 
pensioners, and will continue to do so. But they don't want 
to be compelled to do so because the costs of compelling it 
are simply probably too high to afford and because in bad 
times it is certainly going to result in benefits being cut 
to everybody. And that is not generally in the interests of 
anyone for pension reform, to have that outcome. 


: - The last thing on that is of course. these plans. 
Operate across Canada and, as I have already said, some 
Operate across North America, although that is not terribly 
relevant. © But Git -dceessmake wit ditlLiculn iv eryeciiiicule to 
have one province go off on its own in a major way. I mean, 
there are always going to be some small differences. But 
for there to be major differences, certainly when the bulk 
of the membership is concentrated in one province or 
another, or in several provinces, it makes it very difficult 
to have different provisions across the country, it makes a 
nightmare of administering the plans. And for that reason, 
certainly in respect of multi-employer plans. And if you do 
put in something for mandatory indexing, there should 
certainly be an exemption for multi-employer plans. Thank 
you. 


Any questions? 
Mr. Chairman: Mr. McClellan? 
Mr. McClellan: Thank you, Mr. Chairman. 


Thanks to the Joint Committee again for a very, very 
strong presentation. ; 


I think the argument that you make is a very 
persuasive one, and I think some of us, I am sure the 
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Ministry, our caucus as well has already had the opportunity 
to review some of the issues with the Joint Committee, and 
find them quite persuasive. 


JUSEVaVCOUPLE VOL SpGints (oficlarifiicatvon. s-The key 
pornt’that"you make*for me tis ithatemultisemployer plans are 
jointly administered, and because of the joint 
administration by labour and company you have a performance 
record that has been able to achieve the full use of all 
monies in pension funds for the benefit of membership and to 
achieve, in recent years at least, full inflation 
protection. 


Can you explain to the Committee why it is that 
multi-employer plans are, by definition, jointly 
administered? Are there multi-employer plans that are not 
jointly administered? Why not? 


Mr. Mitchell: Well, there are multi-employer plans 
that are not jointly administered, for example, in the 
public service, hospital plans. I do not think the Unions, 
certainly in hospital plans, do not sit on the Board of 
those Trustees, although they involve many different 
employers, many different hospitals. 


Essentially multi-employer plans are private sector 
arrangements. 


. The pension plans have been bargained at the 
bargaining table, and one of the requirements for them has 
been that Unions have half the representation on the Board 
of Trustees, and the trust agreements set out how people are 
appointed. 


I think when the legislation recognizes that there are 
dirtferences, waib.takes tehat, Mr. McClellan ;sasutheymost 
important thing into account, so it defines it, when it 
grants the exemption, it defines it in that way. We are 
only going to give the exemption if you are structured in 
that way. 


So there are some other multi-employer plans that are 
not jointly administered, but they are not going to have the 
benefit of these exemptions, they are going to be treated 
differently. 


Mr. McClellan: I think we probably also want to see 
something in legislation that clarifies the status of 
surplus so that we are not dependent upon good performance 
or on practice, but there is something in the statute 
that -- what we would not want to see is a multi-employer 
plan that is unilaterally administered by employers which 
treat surplus in exactly the same way that so many single 
administered defined benefit plans do. 
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Mr DEM i tebe lls: -svesi< 


Mr. McClellan: The other question I have is this: It 
sounds like the plans that you were describing are defined 
contribution plans rather than defined benefit plans. Are 
your members enrolled in plans that guarantee a percentage 

of earnings or a defined benefit or a flat rate, or is at LT 
fact a defined contribution system? 


Mra Mitche} ls Jt ¢is really saghybnid..pthe 
contributions are fixed in the collective agreement. A 
certain percentage of earnings, for example, five or six or 
seven or eight per cent earnings that the employer must put 
into the plan. Then the plan does promise a certain level 
of benefit, and when that level of benefit is set, it is set 
according to what the trustees decide is prudent and what 
the actuaries tell them the plan can afford based on the 
funds that are there. So it is a mixture in that regard. 


The key difference, of course, is the benefits can be 
reduced. The trustees cannot, if you cannot deliver -- and 
that has not happened -- but if you cannot deliver, the 
benefits could be reduced. 


Mr. McClellan: But they can be reduced? 


: Unlike the defined benefit plan where I 
would have Syowone the contractual commitment to the 
employee would have to be met. 


Mr. McClellan: They can be reduced, the contribution 
levels can be reduced? 


Me. Mitchell :).The contribution levels, could be 
reduced, but the Union would have to agree because they are 
fixed) inthe collectives bargaining.» And .basicaidlyithe 
Union's position always is contributions have to be 
increased and not reduced. 


So the collective bargaining basically takes care of 
that problem. 


Mire occ lel ancsie Okay. 
Mr. Chairman: Mr. Lane? 


Mr. Lanes) Thank you, Mr. Chairman. I just have a 
very minor question. 


Back on page 7, I just fail to understand your 
objection, sir, to Section 32(4), where you are saying that 


it would be your wish to have everybody belonging to the 
plan as soon as they become employed. 


Mres Mitchells: = Yes. 
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Mr. Lane: You would have to work X number of hours 
each of the two years to become vested. 


Mr. Mitchell: Right. 


Mir. Lane: It seems to me that is going to be more 
confusion to the employee than what is being offered right 
now, because you are going to have to tell the guy at the 
end of the two years he has not worked those hours, so he is 
not a member of the plan. 


Mr. Mitchell: Well, at the moment, if this is passed 
in its present form, anybody who goes to work under our 
plans will be vested for any amount of time that they work, 
because their membership in the plan cannot be stopped for a 
two year period. So if they work for a week or they work 
for thirteen months, however amount of time they work, they 
will be vested for that amount. So we are going to have 
full vesting. We will not have two year vesting; we will 
have full vesting. 


The only way around that, if the multi-employer plans 
were to say, what the law will allow, you cannot belong to 
this plan unless you have earned a certain amount in each of 
two years. We would prefer not to do that. 


We would prefer that they do belong, as it were, and 
that contributions be made on their behalf from the 
beginning, but that they not be vested unless they work a 
thousand hours in a year. There are usually about two 
thousand working hours in a year, so if they do half they 
would be vested. That is a lot better than two year 
vesting, as the way we see it. 


Mre bane. Sliwrs a LOC Deuter It -tne “oUy-olLays, Ditiut 
he does not work those thousand hours during the year then 
he is going to be disillusioned because he thought he was a 
member and he is not. 


Mr. Mitchell: The other way he just will not belong 
at all. We would prefer that he belong, and at least it 
would be possible, if he works a reasonable amount of time, 
he is going to belong, rather than not being allowed to 
belong at all. 


Mr. Paguette: It would end up with a double standard 
in a case of a private pension plan as opposed to a 
multi-employer. A private pension plan, your participation 
in the plan is synonymous with employment. 


What happens in a multi-employer plan is you work for 
one month, the employer makes a contribution for one month, 
and that participation in the plan continues: until there is 
a break in service, which is two years later. So thus a 
person who works for a month for a printing company, 
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participating in this plan, after one month of participation 
we would have to vest every one of those people, and thus 
the record keeping would be just abominable. 


What we would have to do then is say you cannot 
participate in the plan unless ycu have two years 
employment. We would to put in some years rules in order to 
safeguard the plan, which would work exactly against the 
legislation and the intent of this Commission. 


Mr. Lane: I see your problem with the record keeping, 
and so forth. Thank you. 


Ms. Henderson: We employ students. 


Mr. Smith: We get down to a very simple thing. At 
certain times of the year we employ students, and a lot of 
those are university students, go into a plant for a summer 
and work there for three or four months, and they do that 
two summers in a row. And we do not really want those 
people vested. That is really what we are trying -- Mr. 
Mitchell's thousand hour thing comes into it. 


Mr. Lane: I guess that is where I got confused. You 
are saying that it covers the members from the start, but 
yet you still have to put in a thousand hours a year andd I 
guess that's what is confusing. 


Mr. Smith: There are two kinds of people that come 
into the industry, those that there as -- a small proportion 
that comein, but jnot .insignificante—-—stney scome tn cas 
casual employees and are there for two summers, or a short 
period of time, then do something else. Then there is the 
skilled people, and the industry is predominantly populated 
with people with very high skills. And when they are there, 
they are there probably for the rest of their working lives, 
and those people we have every sympathy for and want to 
protect. We are not unsympathetic to the other people; I 
think we are just afraid of the record keeping, with keeping 
vesting people who are out of the industry when they are 20 
and we have got some responsibility for them until age 65. 


Thank you. Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Bernier? 

Mr. Bernier: Thank you, Mr. Chairman. 

Gentlemen, I was interested in your comments with 
respect to mandatory indexing. I note that the Joint 
Committee made a comment with respect to single employer 
plans. 


How difficult was it to reach a consensus on the 
multi-employer plan within that Joint Committee room? Was 
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it a unanimous decision? You might not want to answer that. 


Mr. Mitchell: No, in fact it is, because essentially 
these plans were created by the parties themselves. For 
many, many years they have worked out their problems 
responsibly and provided increasingly better pensions 
collectively. And baSically their view is when times are 
dafficuite chey! want, to. be.ablesto,tightenstheir;belts.,, and 
when times are not difficult they want to be able to be 
generous in accordance with the needs of the time and the 
needs of the industry. And.basically to determine for 
themselves in the Board of Trustee, given that there is 
equal representation, what to do with their resources. 


So the general thrust of their view is that they 
should not be required to do something that they see as 
threatening, potentially in bad times that would have to 
cause benefits to be reduced to everybody. It does not seem 
to be sensible. 


Mr. Bernier: So it was not a difficult decision? 


Mre Mitchells. NO, LEewas not ditficult in’ this 
contexts 


Mr. Paguette: As a matter of fact, I will now say, 
the decision was unanimous. And in many cases it is to the 
advantage of the employers to promote retirement. 


Among the benefits that were Drovugne: about. inethe last 
year in one of the pension plans, it not only involved 
providing the retirees with some 35 per cent increase in one 
of the plans, but also reduced the penalty for early 
retirement at age 60 to half a per cent per year. 


The employers, in their wisdom, feel that it is 
advantageous for the people to retire and to create 
employment for younger people to work on large pieces of 
equipment, and thus in their interest to provide better 
pensions. And in that case we had unanimous agreements on 
those, pointe... SC.1t15 Not. agiftficuLlc. 


Mr. Bernier: Thank you very much. 
Mr. Chairman: Mr. Lupusella. 


ella: Mr. Chairman, I have a few questions 
which I would like to raise, and it is in relation to the 
multi-employer plans. 


It, appears through the content of your presentation 
this particuler. plan is. very attractive. 


Could you please tell me for how long this particular 
plan has been in the market with other private pension 
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plans? Is this a new feature of private pensions that are 
existing in covering people or is it something completely 
new? 


Mr. Mitchell: I understand certainly some of these 
plans have heen in existence since the 1950s. And I don't 
know about them in-- 


Mx. Smith: Early '70s. 


Mr, Mitchel]: Some of them since the 1950s, and 
others developed for special problems. 


For example, the early retirement plan is one that is 
created specifically to promote early retirement and to meet 
the industry problem of trying to encourage early 
retirement. 


Mr. Lupusella: Do you know how many, if you have such 
a figure, how many multi-employer plans we have in Ontario? 


Mr. Mitchell: 1. am sorry, t..couran t nelp you with 
that. 


Mr. Lupusella: A rough estimate? 


Mr. Mitchel]: I think I have indicated the major 
industries, what they are. I probably have left out some. 
But I think the major ones, certainly there are a.lot of 
plans in construction and in the garment industry, probably 
some with the transit. I am not really sure. 


bet us. .g0, backaa litte. bite to 1.96) 
when Ontario was faced with an economic crisis, and certain 
political parties were raising concern about erosion of the 
private pension plan in the Province of Ontario, that they 
were eating all the profits that were supposed to go to the 
workers in Ontario. And we were talking about deficits at 
that time and, of course, I was not the promoter of this 
criticism, and the general position was that if all the 
private pensions would be liquidated. In 1981 there was a 
big deficit. There was no money in the funds at all. 


Now, if you make this particular comparison between 
1981, which is the economic crisis in Ontario, and 1987 when 
we are talking about the surplus of funds, were you really 
in red if all the pensions would be liquidated in 181 in 
comparison to 1987? 


Mr. Mitchel]: Do we think that there would have been 
a.surplus in 1981? 


Mr. Lupusella: Yes. 
Mr. Mitchell: The concept of surplus is just really 
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foreign to these plans. They do not accumulate a surplus in 
the sense that monies are used to reduce employer 
contributions or that on the wind up of the plan there is 
going to be a pot of money left to go back to the employer. 
Theres nO SUCh ability. 


Once the money goes into the plan, that money and 
anything that it earns, and the trustees are very careful to 
give this money to good investment managers, it all goes 
back to the beneficiaries. So in that sense, surplus 
concept just does not apply at all. It is not a legal 
problem or political problem that applies. I do not know if 
that answers your question. 


Mr. Lupusella: Yes, I got the message. Thanks. 


Mr. Chairman: Thank you very much, gentlemen, for 
your presentation. 


The next one is from the Hamilton Committee for 
Independent Canadian Unions. We have Mr. Ellis with us. 
You may proceed. 


Mr. Ellis: Our secretary who was to have been here, 
due to a last minute change of plans, is not here, and as a 
result I am going to have to read this SMES I hope I can 
do as good a job as she does. 


Although your government has put together a fairly 
extensive pension reform package that it plans to proceed 
with this fall, there are two related issues that it has so 
far failed to address. 


Your government's draft legislation does not provide 
Orn anvakino ole int lacionm protection 1.0L presently retired 
pensioners who have no alternative but to rely on their 
former employer to treat them in a fair and equitable 
manner. 


We believe, and the Canadian labour movement supports 
our view, that employer contributions are a form of deferred 
wages, and accordingly, we think any windfall that results 
from this investment of employer contributions should go to 
the members of the pension plan. 


When it comes to protecting funds set up to provide 
pensions for employees, Ontario Liberals seem to be ducking 
behind their traditional policy of being not necessarily for 
and not necessarily against action. 


Protecting pension funds became a political hot 
potatoe in Ontario after the union representing Dominion 
Store employees successfully challenged multimillionaire 
Conrad Black's removal of nearly $38-million from the 
pension fund they had negotiated from Dominion Stores before 
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Black had bought the grocery chain and sold a good part of 
It ‘comLnesAcrs Another court ruling in mid August planned 
the Pension Commission for letting Dominion Securities, 
Pitfield,, Utdur ran. cik.v-MLLlion out (of tile penston plan 
covering A.E. Ames & Co. employees back in 1981. 


Despite court decisions and despite a court charge of 
"blissful ignorance and undoubted negligence", Ontario 
Pension Commission has decided to let corporate pension 
funds rates continue. They had suspended the rates for a 
short "gun shy" period after the court decision, but quickly 
turned the green light back on for the corporations after 
Cabinet Minister Mr. Monte Kwinter made it clear that 
pension fund rates would not be outlawed in the new pension 
control laws. He wanted the Legislature to pass and after 
Liberal Premier Peterson fudged on the issue. 


As we see it, Mr. Kwinter, whose cabinet job calls for 
consumer protection as well as supervision of pension funds 
has allowed a policy of benevolence to business ever since 
his appointment. Premier Peterson, responding to demands 
from the New Democratic Party leader Bob Rae for an end to 
pension fund rates and for pension benefit increases tied to 
the cost of living has reverted to the traditional Liberal 
policy of vagueness by saying that we cannot go around 
bankrupting companies, but on the other hand we have to be 
sensitive to workers’ rights, too. 


Many employees and labour unions, for example, believe 
that employer contributions to pension funds are a form of 
deferred wages; accordingly, they think any windfall that 
results from the investment of employer contributions should 
accrue to the members the pension plan. 


But most pension experts disagree. Reflecting the 
employer's point of view, the consulting firm of William M. 
Mercer Ltd. argues that in a defined benefit pension plan 
the employer is obligated to contribute whatever is 
necessary to pay for the pension promised by the plan. 


If a deficit is shown by the periodic actuarial 
reviews, the employer must increase his contributions so as 
to pay up the deficit over a period of years. 


Appealing to symmetry, Mercer argues that since the 
employer has to make up for shortfalls, he should be the one 
who benefits from windfalls as well. 


Mr. Mercer has got a point. But employers are not the 
only people that face shortfalls. In the absence of any 
mandatory inflation protection many retired workers have 
seen their real pension benefits decline over the years. 
Fairness would suggest that they should benefit from the 
windfalls as well. 


Farr & Associates Reporting, Inc. 


G=3 9 


There are many companies who do improve benefits for 
retirees on an ad hoc basis. Management consultants say 
tha Gyaboutmthnee quartenrsnopstheim Jargescorporateiclients 
have provided employees in the past five years generally in 
tne range. Of. .40..t0, 60 per .cent.10h. increases.in the consumer 
price index. Firms that have provided that kind of 
protection should not be hassled if they want to take some 
pension funds from surplus out. Unfortunately, the members 
we represent do not fall into this category. 


But for those employers who have done little or 
nothing to compensate their present retired employees for 
inflation, this government, in our considered opinion, 
should amend its pension legislation to make surplus 
withdrawal conditional upon some form of inflation 
protection. 


On December 9th, 1986, reaffirming the government's 
strong commitment to inflation protection, Mr. Kwinter said 
WOLdS .CO.theserfect ~. "Ontario wsethe first province in 
Canada to commit to taking action on inflation protection 
for pensions. Therefore we have a special duty to ensure 
that the direction given for implementation is well reasoned 
and, effective." 


Although Mr. Kwinter states the above as his position, 
we can find nothing in Bill 170 that supports this. Also, 
in the years since his statement was made, there has been 
hittléeserenesactsionsmadesto.put,this.intonefiect. 


While we commend Mr. Kwinter for his moratorium placed 
on the withdrawal of surplus funds from ongoing pension 
plans, we are still concerned with the lack of inflation 
protection for our currently retired employees who are 
already in receipt of pensions. 


Since it has been at least six years since our members 
have received any compensation for inflation, it is our hope 
that your Committee will install a mandatory inflation 
protection program before the next election. 


Thank you for your attention paid to the concerns 
expressed in our brief. 


Mr. Chairman: Thank you very much. 

Hremtheresany questionsmior Mn. Ehllis? Mr... Bernier: 

Mr. Bernier: Mr. Ellis, you heard the comments of the 
previous deputants who were members of a joint management 
and employer pension package who are opposed to indexing. 
Did you hear their comments? 


Mir ors Se aeNO pele Gl Oni ce 
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Mr. Bernier: They were the previous submission. 


Mre"blliss- Pf might have, but’ P@do not nav era copy OL 
Pte ler 
Mr. Bernier: Where they say for multi-administered 


pension plans they would be opposed to inflation or 
indexing. Do you have a comment on that? I was impressed 
by the frankness of that Committee. 


Mr. Ellis: We were just going on the statement made, 
and the last statement we had from Monte Kwinter was back 
in, I ‘think it was December =="or was =2t7O0ctober ? 


Mr. Bernier: December 9th, 1986. 


Mr. Ellis: That is all we had to go on, and since: we 
have had nothing since that time, we were basing our remarks 
On titrate. 


Mr. Bernier: Maybe the Parliamentary Assistant can 
clarify that “statement out for°us. 241s that® the position~ of 
the Minister, of the government with respect to it? 


"Ontario is the first province in- canada to~commit. tO 
taking action On int lation *provection: 2or- pensions. | Made 
by Monte. Kwinter on December 9th. 


Mr. Offer: “That is*ecorrect, Mr. °Chairman.?9?Certainly 
I would just ask if Mr. Bernier, if you would continue on 
reading, itewould also-mindicate™theat=tue Miniscer then 
indicated that the Minister and the government realizes that 
they’ "...have a special duty to ensure’ that the°direction 
given for implementation is well reasoned and effective." 
That was the preamble to the creation of an external working 
group chaired by Martin Friedland, Professor of Law, which 
is also manned by Mr. Jackson and Mr.Pilkey. And these 
gentlemen are seized and charged with the function of making 
certain that the direction given for implementation is wor 
reasoned and effective. 


I would want to make certain that we note the costs, 
the advantages and disadvantages and the impact that the 
different forms of inflation protection could have, would 
have and might have on the different pension plans now in 
existence. 


I just suggest that to Mr. Bernier as a follow-up to 
the clause that he read. 


Mr. Bernier: Would you not agree that that statement 
has left this Union group with a false sense of movement in 
Chis particular’ tueld, this particular direction? 


Mr. Offer. “MroeChairman, iim view to Mrs Bernier, the 
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answer is simply no. 


Mr. Bernier: How can you read, "Ontario is the first 
province in Canada to commit to taking action on inflation 
protection for pensions," and then you say no. 


Mire Offer’ “lt Sis *a fact; Mro-'Bernier,.that after the 
sentence which you have read there happens to be some 
sentences and some words that seem to follow which clarify 
and expand upon the single sentence which you have read. 
And, Mr. Bernier, if I may suggest, it is on that basis that 
my answer was, at first instance, no, that there is no 
problem with respect to clarification, and remains that way. 


Mr. Bernier: I think the gentleman's earlier comments 
are right, a horse in both directions is to be taken. 


Mr. Chairman: I think in fairness, Mr. Bernier, the 
point that you are making about mandatory indexing, the 
group that appeared before us before did not oppose 
mandatory indexing, only for the plans of their nature. The 
first sentence says that they take no position on that 
whatsoever. So they did not take the position that Mr. 
Ellis should not have mandatory indexing. 


Mr. Bernier: The position I am taking, they are 
saying that the Minister made a statement with respect to 
that government's position. 


Mr. Chairman: I understand what you are saying. 


Mr Bernier: ‘loam trying to det a -elarification for 
that position. I'm getting a wiffle-waffle answer. 


Mr Chairmen: 9: think’ 11 you: check the record. .:. 


Mr. Offer: Mr. (Chairman, may 1 read the quote, 
because I don't like the wiffle-waffle response by Mr. 
Bernier, and we are expecting and hoping that we will have 
full support in clause by clause so that there will be no 
further confusion which you have indicated Mr. Ellis might 
have. So we are looking for full support on the clause by 
Clause. Bute1t tT might put the quote: ="Ontarao Lethe 
first province in Canada to commit to taking action on 
inflation protection for pensions." Mr. Bernier then ended. 


There happens to be another sentence: "Therefore we 
have a special duty to ensure that the direction given for 
implementation is well reasoned and effective." Statement 
by Mr. Kwinter of December 9 of 1986. 


Mr. Bernier: I share your confusion. 


Mr. Chairman: What I was trying to clear up, Mr. 
Bernier, I think you started off asking Mr. Ellis what he 
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thought about the fact that the previous delegation were not 
in favor of mandatory indexing. If you read page 25 of 
their brief, the first three lines, I suggest that the 
conception that you gave to Mr. Ellis, is not correct. 


Mr, Bernier: Jt is multi-administered plans. 
Mr sChairmoen: Thate 1S, Light. sebucecney were ono 


opposed to mandatory indexing. 


Mr. Bernier: They did not comment on it. 


Mr. Chairman: Yes they did, it is right there. 


e ier: There is no comment. 


Mr. Chairman: Why should I argue with you anyway. 
Mr. Grande? 


Mr. Grande: Maybe, Mr. Chairman, we can try to solve 
the problem that Mr. Bernier and the Assistant to the 
Minister has, in the sense of saying to the delegation that 
while you understood that there would be action in Bill 70 
on mandatory inflation and inflation protection, the 
Minister understood by the action to mean a task force, and 
nothing else. In other words, another study. 


Mr ibis: -Lesee. 


Mr. Grande: In other words, there is a difference. 
We are talking about action. You understood the action to 
mean inflation protection. The Minister understands the 
action to mean another study. It's as simple as that. 


Mr. Ellis: So we are kind of splitting hairs on that. 
Mr. Grandes That's right. Well. 


Migs Bernser:. Mr. Chairman, the first paragraph: "In 
respect to mandatory indexing the committee simply takes no 
position whatsoever with respect to single employer plans, 
but opposes the requirement for mandatory indexing to 
multi-employer plans." That is the point I was arguing. 


Mr. Chairman: Mr.Ellis, though, does not belong to a 
multi-employer plan, as I understand it. 


Mr. Bernier: I asked him for a comment, whether he 
opposed. 


Mr. Ellis: My purpose in being here is, we are 
concerned about present retired employees, and as we stated 
most of our employees have not received any kind of an 
INCKhEASe iN sover «six Wiearns a. hiS iS sOUr main point efor 


Farr & Associates Reporting, Inc. 


G- 43 


being here. 


For example, the Onex company, which used to be the 
American Can Company, have not given their employees any 
kind of an increase in over six years. This is not a poor 
company, it 1s not a fly-by-night outfit. It is not a small 
business. It is a wealthy corporation. 


We just do not see any reason why -- We consider 
pension to be in a form of deferred wages, something that we 
have worked for, something that is rightfully ours and 
something that the company is not giving us. We just do not 
understand why there would be any hesitation on the part of 
Mr. Kwinter or any other government official to not see that 
point of view. 


Mr. Chairman: We understand what you think. Do you 
happen to have a list of the members of the National 
Committee? 


Mr. Ellis: You mean our membership list? 


Mr. Chairman: Yes. The pension plans that are in the 
independent Canadian unions. 


Mr. Ellis: I see. We could get them for you. 

Mr. Chairman: Maybe Research could get that before we 
“go into clause by clause. Okay. Thank you very much for 
your presentation, ‘sir. 


Mere Bliis:) Okay... Thanks. 
Mr. Chairman: We will have some lunch and return at 
2200: 


The Committee adjourned at 12:00 p.m. 
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CONSIDERATION OF BILL 170, an Act to revise the Pension 
Benefits Act. 
(Continued) 


Mr. Chairman: The first presentation is from Actrex 
Partners’ Limited, Mr. Hirst and Mr. Patel. Mr... Hirst, would 
you please proceed? 


Mr. Hirst: Sure. Thank you very much, Mr. Chairman. 
We have prepared a written brief which all of you should 
have a copy of. What that brief does not say, and I would 
like to start off by saying, is, we are an independent, 100 
per cent, Canadian owned consulting firm. There are five 
partners who are in the firm, all of whom are, including Pat 
and myself, actuaries as well. We consult in areas of 
pension employee benefits; and in those related areas, we 
have also provided actuarial advisers in life insurance 
companies. 


We have a number of qualified actuaries on staff, 
including six Fellows of the Canadian Institute of Actuaries 
and our Chairman is also a Fellow of the Canadian Institute 
of Actuaries. We are not, however, representing the 
actuarial position here today, necessarily. Our senior has 
an aggregate of over 70 years consulting experience in 
Canada. 


Bill 170 represents the first major restructuring of 
the Pension Benefits Act since its inception in 1965. The 
‘objects of that Act were to promote the establishment, 
extension or improvement of pension plans, and to ensure the 
sound funding of further pension benefits. Our submission 
expresses concern that some of the provisions of Bill 170 
Will go against these objectives. 


Firstly, there are two Sections of Bill 170 which deal 
specifically with prohibition against discrimination. 
Section 53 prohibits, discrimination jon the basis of sex; 
while Section 54 prohibits discrimination on the basis of 
marital status. 


The Government of Ontario has taken the position that 
such prohibition is required to safeguard the fundamental 
rights granted under Section 15(1) of the Charter of Rights 
and also under the Ontario Human Rights Code. 
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However, recent court judgments suggest that because 
of the provisions of Section 1 of the Charter of Rights, the 
Government of Ontario is not obliged to indiscriminately 
amend all its legislations to comply with Section 15(1) of 
the Charter. Indeed, neither the New Federal Pension 
Benefits Standards Act nor the New Aiberta Empioyment 
Pension Plans Act prohibit discrimination on the basis of 
Marital status. 


Section 53 in Bill 170 presupposes that an employee 
will have access to an insurer who will be marketing unisex 
annuities. 


Mr. Chairman: Excuse, Mr. Hirst, are you following 
your brief? 


Mr. Hirst: We are actually going through it, but I am 
just summarizing the brief. 


Mr. Chairman: Summarizing, thank you. 
Mies Hirst. 1f sthatciswall a@ightawrtebeyou sire 


Mr Chairman: Fine, that cis sgreai. 
Mr... Hirst)" So, am following: themsame order, buc. I 


amgoingtorcaiculate it a ditiferent way. 
Now Chayrmam) fOKay. | 


re Hirst Sect ton. .53'Ch) #in eBid aie wresuppeses 
that an employee will have access to an insurer who will be 
marketing unisex annuities. 


Under the current insurance laws and regulations an 
insurer is not obliged to offer such an annuity. Indeed, it 
could be construed aS discriminatory against males if they 
were to do so. 


If they were to do so, and in order to protect the 
financial solvency of the insurance company, the insurance 
company would likely market unisex annuity rates based on 
the female mortality tables or something close to the female 
mortality tables; to do otherwise would be unsound insurance 
Dracrice. 


The use of unisex mortality tables may in some 
Situations have certain consequences on the solvency of a 
pension fund. And rather than go through the example in our 
Submission I would simply refer you tosparagraph 3.5 an 0ur 
submission. | 


Essentially, what that paragraph tried to exemplify is 


that the plan can have sufficient assets to meet the pension 
obligations using realistic mortality assumptions. However, 
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one member, a male member, by exercising the option against 
the plan can receive a transfer value far greater than the 
true value of his benefit expectations because the amount 
has been calculated on a unisex mortality table. 


The employer -- who will be responsible for the 
deficit -- will be the loser in this situation. To avoid 
this, employers may well elect to do all these calculations 
on the basis of male mortality tables, or something close to 
male mortality tables, with obvious adverse consequences for 
the females. 


On the basis of the recent court decisions, we suggest 
that the Government of Ontario has the power to permit 
discrimination on the basis of sex under private pension 
plans, provided it can be shown that such discrimination is 
based on bona fide grounds. 


We further suggest that there is incontrovertible 
scientific and statistical evidence that the life expectancy 
for a group of male lives of a given age is significantly 
lower than that for a group of female lives of the same age. 


Accordingly, our first recommendation is the 
differentiation on the basis of sex in the determination of 
the commuted value of pension benefits be permitted. And in 
consequences, the words, "or the commuted value of pension 
benefits" in Section 53(1)(b) and the whole of subparagraph 
(a) of Section 53(2) be deleted from the Bill. 


Secii On S54 Of Bill. 470 purports. to eliminate 
discrimination on the basis of marital status. 


There are many other governmental programs which have 
historically provided discriminatory benefits on the basis 
of marital status and continue to do so. 


Examples are: The Canada/Quebec Pension Plan; 
Guaranteed Income Supplements; the Spouse's Allowance, under 
the Old Age Security Program; Ontario's GAIN System; the 
Income Tax Act, itself; and, even Bill 170, which under 
Section 45 provides a discriminatory benefit and that a 
pension payable to a married employee must be in the joint 
form. 


Mr. Guidon: 45 or 49°? 


Mr. Hirst: iIt:is 45, it isa typographical error, 
thank you. 


Most of these discriminatory benefits when introduced 
were heralded as major reforms in social welfare for the 
protection of the needy and the disadvantaged members of 
society, especially elderly woman. 
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What Section 54 will likely result in is employers 
removing any form of subsidized spouse pensions from their 
plans. This will eliminate any discrimination on the basis 
of marital status and will also eliminate any difficulty in 
estimating the age of the hypothetical spouse of a single 
employee. It will also remove what is a socially desirable 
benefit. Surely we should be encouraging the provision of 
spouses' pensions, not discouraging it. 


Accordingly, we recommend that Section 54 be deleted 
ini its <entirecty. 


Section 40(3) requires that in a contributory defined 
benefit plan no more than 50 per cent of the commuted value 
of an employee's pension benefit can be met from the 
accumulated employee contributions. 


We believe that the 50 per cent financing requirement 
combined with crediting interest at a realistic rate will 
tend to provide more favourable benefits to terminating 
employees - especially those with short service - at the 
expense of the other continuing employees. 


Of all the other features of pension reform included 
in Bill 170 this provision will have the most significant 
impact upon the pension costs under contributory defined 
benefit plan. Furthermore, additional costs are directly 
related to the average age of the plan membership; the 
younger the average age the higher will be the additional 
COSE. 


Some employers with contributory defined benefit 
pension plans may therefore revise their plans to provide a 
reduced level of non-contributory defined benefit; others 
may replace their defined benefit plan by defined 
contribution plans; others may wind up their plans entirely. 
None of these actions is consistent with the objectives of 
the legislation. 


Accordingly, we recommend that Section 40(3) be 
modified to replace the 50 per cent by 100 per cent. 


We are extremely puzzled by the prohibition against 
integration with Old Age Security Benefits in Section 55(4) 
and (6). The GAINS Program in Ontario integrates benefits 
with the full amount of the Old Age Security and the CPP 
Pension Benefits. This is both appropriate and prudent, and 
private pension grants should be permitted similar 
integration. 


Retirement income is derived from many sources, of 
which Old Age Security is but one. The private pension plan 
is another component of the total retirement income of an 
employee. We suggest it is only reasonable and sensible to 
recognize the Old Age Security Benefits when designing a 
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pension plan. 


Furthermore, even if this probhition is allowed to 
stand employers will still be able to devise a suitable step 
rate formula which would be a very close proxy to 
integration with the Old Age Security. Indeed, a number of 
plans are already designed in this way. 


We urge the Standing Committee to place greater 
emphasis on the basic aims of the legislation and lesser 
emphasis on trivial intervention in the benefit design and 
detailed administration procedures. 


We recommend that Sections 55(4) and (6) be deleted. 


Section 49 requires that on death prior to retirement 
the benefit payable shall be equal to the commuted value of 
the employee's accrued annual pension benefit. 


We suggest that retirement income programs are 
primarily established to provide retirement income benefits, 
not death benefits; while group life insurance programs are 
designed to provide death benefits, not retirement benefits. 
Each plays a unique role in the financial security of the 
employees, their survivors and beneficiaries. 


. The design of pension plans and group life insurance 
plans makes appropriate allowance for the impact of taxation 
and other regulatory requirements. More importantly, 
greater emphasis is placed on the insurable needs and/or the 
adequacy of the benefit levels under both arrangements. 


If Section 49 is not deleted or modified, employers 
will likely change their group insurance programs to provide 
an offset for the death benefits payable under the pension 
plan. The ultimate effect will be that the beneficiary of a 
deceased employee will receive much reduced net after tax 
benefits, since the benefits payable under a pension plan 
are taxable as income to the beneficiary. 


Accordingly, we recommend that Section 49 be deleted. 


In recent years there has been a lively debate on the 
issues of pension fund surplus refunds and mandatory 
inflation protection. Frequently, these two issues have 
been linked together. 


We firmly believe that these two issues should not be 
linked together. Each should be viewed on its own merits. 


We urge the Committee to exercise a great deal of 
caution in these areas. Any significant changes, however 
well meaning, may lead to curtailment of private pension 
plan benefits and coverage. 
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In general, we believe that the surplus should be 
owned by the party which bears all the risks associated with 
the pension plan including the obligation to meet all 
deficits. There are exceptions to this general rule where 
the plan documents explicitly provide otherwise or where the 
contributions were negotiated -- the contributions not the 
benefits. 


Any legislative action to deprive the employers of 
their rightful entitlement to pension fund surplus would in 
the long run result in a weakening of the financial solvency 
of the private pension system. Such action could lead to 
either a significant weakening of funding policies -- i.e. 
less conservative funding -- or the termination of pension 
plans in their entirety. In other words, it would do 
nothing to protect the very people this legislation is 
design to protect, namely, the plan members. 


Private sector employers are concerned about the 
unpredictable nature of the additional costs associated with 
inflation protection, especially where such protection is 
tied to the Consumer Price Index or such other cost of 
living index. Inflation protection could impose significant 
additional costs on private pensions plans. This, together 
with the many other time consuming administration 
requirements and additional costs of the pension reforms 
included in.Bill 170, could lead to, private sector employers 
winding up their defined benefit plans. ° | 


In such an event, inflation protection will be 
meaningless since there will be nothing left to inflation 
protecc. 


I guess, our comment there is that we would caution 
very strongly the Committee and the Government that there 
has to be a defined line drawn between what is socially 
desirable and what is affordable. 


Thank you for your attention and we are opened to 
questions. 


Mr. Chairman: Thank you. Any questions? Mr. 
McClellan? 


Mr. McClellan: Thank you, Mr. Chairman. 


Mr. Hirst, you. andicated that \——andi 3 cam justi trying 
to find it -- one of the arguments that you made around 
ownership of surplus was that it should reside with those 
who face the risk. 


Do you not think that there is a risk faced by 
employees who have pension plans which have no inflation 
protection, who see the value of their pension dollar 
reduced; for example, since 1971 to somthing like thirty-two 
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or thirty-three cents? 


Do you not think that employees are also subject to a 
real and ‘very often dramatic risk of “a complete 
deter tonation cofitheir estandard jot Siiving? 


Nin Hite. Tethink’ ines on thes intl acion=<protection 
issue, yes, employees are exposed to the risks of inflation. 
This is true of pensioners, it is true of deferred 
pensioners, it is even true of active employees. Inflation 
my reach such proportions that wage increases, for example, 
cannot keep up with inflation. That risk is a known risk. 
No one has promised the employee that the pension will be 
protected against inflation. 


Were possible, many employers have provided some form 
of increases in pensions after retirement. In fact, many 
employers are doing this and it is a negotiation situation, 
quite often the Union will provide an increased pension in 
the overall package. What we are talking about, though, is 
Surplus refunds. 


Under a pension plan that provides a defined benefit, 
which the employer has guaranteed to pay the employee, if 
the performance of that pension plan, for whatever reason, 
goes against the fund and there ends up being a deficit -- 
whe classic “situation or that “being during the’ 1970s_.-- the 
employer is required under the law to amortize those 
“OQECTE TCSMOVeD 2a Laity snort "perl OG 70n, Cime, 


Employers willingly and readily accept that when they 
set up pension plans and when they proceed with funding 
their pension plans. To turn around, when the situation 
reverses, and to say that, "Fine, when things go against the 
plan you must put some more money in, but when things go for 
the plan you must put the money away," to our my mind is 
neither fair nor reasonable. 


It will also lead to a situation of the employer 
saying, "Well, let us either fund the plans as minimally as 
we can to avoid any surplus creation or let us get rid of 
our pension plans altogether and give the employees 
something else." And those are the severe risks that we see 
in this whole surplus issue. 


Mr. McClellan: But are not companies entitled to make 
up, in part, any unfunded liabilites by amortizing their 
shortfall over, in fact, a relatively long period of time; I 
thought, fifteen years? 


Mr Senirsts Five sycats.. 
Mr. McClellan: Five years. Maybe the Commission can 


help me out, are there not circumstances where a longer 
period of amortization is possible? 
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Ms. Salamat: There are extended liabilities with 
funding over fifteen years, and from our experiences there 
are some decifits though over the valuation period and that 
is Lundedsovernenive. 


Mr. ‘Hirst: And?to answer that, I am=not* ‘sure thatthe 
period of time is necessary relevant; the fact is that the 
employer is required to make up that decifit. 


Mr. McClellan: Well, I understand that, but it would 
be helpful as we try to proceed through this discussion -- 
and I tried to make the point before we started -- if we had 
some factual information from the Commission, so that we 
would know, in relation to total pension funds, how much is 
Surplus, how many funds are in the state of unfunded 
liability, and how frequently. And what the relationship is 
between surpluses, on the one hand, unfunded liabilities on 
other; whether they balance themselves out or whether there 
is a surplus on one side of the ledger or the other. 


We are in the stupid position of not having any of 
that information because of the refusal of the Pension 
Commission or the Ministry to provide it. So, we are trying 
to work our way through the dark in the absence of the kind 
of data that is necessary to come to rational decisions. 


My guess is, that. it is possible to work out 
reconciliations .- actuarial reconciliations - that would 
achieve a balance between unfunded liabilities, on the one 
hand, and surpluses on the other, without permitting 
companies to do what Conrad Black tried to do, which is 
essentially to loot the pension fund of something, like, 
$68-million for purposes that had nothing to do either with 
surpluses or unfunded liabilities, or contributions, or 
anything else. It was a straight grab. 


That is the kind of thing that we are so concerned 
about. On the one hand, in the absence of any inflation 
protection in the legislation at all; on the other hand, a 
situation where some companies are able to make 
straightforward grabs that have nothing to do with the 
interest of the members of the plan or actuarial 
considerations at all. 


Thirdly, the situation which you have not addressed, 
which is what the Commission refers to as "Service 
Contribution Holidays", the writing off of annual surplus 
contributions against surplus funds without any relationship 
between the history of performance of the funds; whether or 
not there have been unfunded liabilities in past or not; 
whether there are on-going liabilities that had to be met or 
not. So, we are dealing with a situation that, in some 
respects, remains very unclear, but the evidence that we 
have indicates a lot of abuse. 
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I understand the points that you are making, but it 
seems to me that you have not addressed one of our 
fundamental concerns, which is the siphoning off of surplus 
funds without any relation or consideration to the interests 
of the members of the plan or the acturial requirements of 
the plan. 


Mr. Hirst: Well, on the surplus refund issue, I 
think, part of the problem here is that there have been a 
few rather dramatic cases that have received considerable 
publicity and that always brings the whole matter to the 
attention of everybody. 


Some figures that I got from the Pension Commission, 
just a short while ago, suggested that withdrawals of 
Surplus in Ontario from pension plans over, I think it was a 
three-and-two-thirds year period, up to November of '66 and 
these faoqures®are actually contained’=— sorry, °S6"—— "were 
somewhere in the order - for both terminating plans and 
On-going plans - somewhere in the order of $550,000 to 
$600 ,000-million. 


I am also advised by the Commission that the assets 
they have under their regulation, if you like, of pension 
plans are somewhere in the order of fifty-five to sixty 
billiontdollars, *so"we=are talking sbout a sone -per cent 
withdrawal over maybe a four year period. 


That does not strike me as being onerous. And it must 
be remembered that there are significant requirements -- 
some would argue too significant -- which an employer has to 
meet before they can even consider withdrawing any surplus 
from an on-going plan. They must leave a cushion of 25 per 
cent of the liabilities which is a significant cushion. 

They must provide for at least the next two years employers' 
contributions. They cannot withdraw surplus that relates to 
employee contributions. So, there are significant hold 
backs that are imposed upon companies to do this. 


Mr. McClellan: What about the question, though, of 
_ service contribution holidays? 


Mr. Hirst: There are two aspects to that. 


The first is, that under the tax regulation, once the 
surplus reaches a certain point an employer is not permitted 
to make tax deductable contributions to the pension plan 
until they have reduced the surplus to a level that is, at 
least, equal to -- or, no, more than, I should say, the next 
two years current contribution requirements. 


More importantly, it seems to me that if you want to 
argue that in the deficit situation employers are given the 
right to pay off their deficits over a period of time, 
whether that be five years, fifteen years, or whatever 
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period, then sure it is appropriate, on a surplus situation, 
that they can take these contribution holidays provided 
there, is: still sufficient surplus in, the plansor;jateleast; 
provided there is still sufficient assets in the plan to 
fund the benefits that are being promised. 


Because the defined benefit pension plan is a promise 
of benefit, it is not a promise of assets. And the whole 
purpose of this legislation is to ensure that that promise 
can be kept and I think the legislation has done a pretty 
goody Obeinerhal area 


Mr. McClellan: So, when we look at Section 23 of the 
Act, which requires the administrator of a pension plan to 
exercise care, diligence and skill as though he were dealing 
with the property of another person; the property of another 
person, in your view, is not the property of the employees 
on whose behalf -- 


Mr Hirst: No,. that is mot true. he »proper ty ois tie 
promised benefit, that is what is in the document, that is 
what is in the negotiated contract. If the negotiated 
contract or the document says otherways, if the assets 
belong to the employee, then, okay, we are talking about a 
aifferent thing. 


But when the contract says provide a benefit, the 
-employer's obligation is to provide that. benefit. And the 
employer's obligaiton is to do everything that he thinks 
proper and appropriate in compliance with regulations as 
well and in compliance with what the actuary recommends as 
well, to ensure that the plan is appropriately funded. 


And part of the reason there are these surpluses right 
now is that that actuaries purposely take a conservative 
view of funding because it is much better that in the end 
there is a surplus than there is deficit. And this good 
from a business point of view, it is good from the point of 
view of protecting the members of plan, and so on. 


That is part of the reason that these surpluses have 
arisen and I think that is very appropriate and proper. But 
if you are going to say to employers, "Okay, as soon aS a’ 
Surplus arises, all of a sudden we are going to move from 
promising to do the benefit, to promising those assets," 
then the employer is either going to say, "Fine, I am going 
to switch my plan to do nothing but promise assets," which 
is a money purchase plan -- which in many respects is not as 
good as defined benefit plans -- or they are going to wind 
up the plans altogether. And if they wind the plans up 
altogether we do not have a surplus problem, but we do not 
have any plans either. 


The alternative is that they will fund the plan, the 
defined benefit plan, on as least a conservative basis as 
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they can because they know that as soon as a surplus arises 
it 1S going to be taken away from them; whereas if a deficit 
arises they are going to have to put more in. 


Mr. McCleJlan: Unless they are required to do 
otherwise? 


Miceriicts Bves. 
Mr. Chairman: Any other questions? Mr. Lane? 
Mr. Lane: Thank you, Mr. Chairman. 


This was not addressed in your brief and I have been 
wanting to ask somebody this question and, I guess, you are 
the one that I feel would be able to help me with an answer. 


Many companies do not have a pension plan, per se, but 
they have a benefit plan. In other words, they share the 
wealth, they will share the profits with their employees, so 
their employees will have some money to buy RSSPs or make 
some other kind of investment for retirement. Or they offer 
shares in the company for less than book value, so they have 
a profit opportunity and so forth. 


How do we work out that sort of situation? It isan 
employee benefit, how do we define that in relation to this 
Basle 


Mr. Hirst: I am not sure I follow your question. 


Mr. Lane: The employer is obviously giving the 
employee a benefit, but it is not a pension plan. So what 
happens in the overall picture, I guess, I am saying, in 
that situation? 


Mr. Patel: I guess that kind of plan would not be a 
tax shelter or is not subject to the pension benefit 
legislation, so the employee, per se, does not have any 
legislative protection. 


All the rest, relating to the investment expenses, 
mortality, et cetera, are then borne by the employee because 
the employee would then -- if he is fortunate to have a lump 
sum amount of money available when he retires -- then he 
could take that pot of money and buy an annuity from an 
insurance company. But all those mechanisms, there would 
not be any tax shelter there, so the employees will be 
taxable on all the accruals as he goes along. 


Mr. Hirst: Are you talking about a defined 
contribution pension plan or are you just talking about a 
basic profit sharing plan where the employess get given some 
cash? 
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Mr. Lane: I think a lot of companies, as opposed 
to -- up in the north country, anyway, a lot of companies do 
not have a pension plan, per se, but they do have a benefit 
plan where they share the wealth or offer shares at reduced 
value and so forth. 


ME.=Hirst:. Profut isharingsprocess. 


Mr. Lane: They are just out there on their own. They 
would not be effected one way or another by this particular 
Bad 


Mi Hirst: 1aNo. 
Mr. Lane: Okay, thank you. 
Mr -Hirst:. At least. do, netatuink so. 


Mr. Chairman: Any other questions? 


Thank you very much, gentlemen. 
Mr wcHigst:. Thank you. 


Mr. Chairman: The next presentation is from the 
Ontario Chamber of Commerce; Mr. Sanderson, the President 
and others. 


For the purposes of recording, Mr. Sanderson, would 
you introduce yourself and the others in your group. 


Mr. Sanderson: Yes. My name is John Sanderson, I am 
the President of the Ontario Chamber of Commerce. On my 
right is Mr. Laurie Woodruff, who is Chairman of the Board 
of Ultramar. -And.on my Jett; far,left, is Verry Merer.. And 
on my immediate left Taycey Wakefield. Taycey is Chairman 
and Jerry is a member of the Pension Reform Committee of the 
Ontario Chamber of Commerce. 


Mr. Chairman: Thank you. 


Mr. Sanderson: The Ontario Chamber of Commerce is 
pleased to be here today to make this presentation. As you 
all know we have across Ontario, in all parts of the 
province, some 60,000-odd members through 150 local Chambers 
of Commerce in the north, in the east, in the south, in the 
West, and in Ontario. 


Generally speaking we support the federal/provincial 
concepts, and principles, for pension reform. And 
particularly, the concepts of earlier vesting, improved and 
enchanced portability, Survivor benefits under pension 
rules, Wluller disclosure methods, -angecreqit Splitting 2on 
marital breakdown. 
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We support the concepts that have been approved in the 
federal/provincial studies in that area, but we do have some 
serious reservations about possible indexation of pensions. 
And, as well, we have a couple of points to make about 
specify wording in the Bill that we are bringing forward to 
you today. 


We do have a written submission and this submission 
details the specific and fairly technical concerns that we 
have and we do not intend to do other than just mention them 
today. We do not intend to get into any detail on that. 


We would like to concentrate on the question of 
indexing. Our first speaker will be Mr. Laurie Woodruff who 
would like to make a couple of points with you with respect 
to his own pension plans and his company. And he will be 
followed by the members of Pension Reform Committee who will 
outline in very general terms the brief that we are 
presenting here today. 


So, Mr. Woodruff? 


Mr. Woodruff: The Chamber is a pretty big 
organization and not everybody in that organization has 
exactly the same views. My views are a little bit 
different. I thought I would give them to you today and 
also tell you the effect that the proposed legislation has. 
already had in our case. 


Our company started out as a collection of small 
independent companies; some of whom had pension plans, some 
did not. The variety was extreme. There was no central 
fund. We put these together under one corporate umbrella 
and gradually developed a pension plan which, at the time, 
was fully funded by the company; which ran it at 
one-and-a-half per cent of final earnings over the last five 
years; which had CPP and OAS offset; which had a provision 
for espousal coverage, but at a reduced rate; which did not 
allow for early requirement without cutback in the pension, 
and so on. 


This pension also was paid out to the pensioners as a 
annuity. At that time, and as is still the case, our 
industry was in some difficulty. There was a great deal of 
competition. There was even some doubt as to whether the 
survival of the company was really going to take place. 


This is the case with a great many people, I think, 
that have pensions. In order to look after this we funded 
our plan in a very, very conservative way and we payed out 
annuties so that we had every expectation, regardless of 
what happened, of looking after the promises that we made to 
employees of a defined benefit. 
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When the company was purchased by Ultramar, some ten 
years ago, we put the two companies together, melded the two 
pension plans, and as usual took the best of each. And we 
have now ended up with a pension plan which has 2 per cent 
of final earnings on the last three vears of payment. It 
has some CPP offset, but. .no OAS offset. It has 66. per cent 
spousal coverage. It has life insurance. It has medical 
insurance. It has early retirement at age 60 with no 
diminution of pension. It has a number of other features 
which have made it an extremely good plan, in my mind, and 
it is fully paid for by the company. 


We are told now that this is not good enough. We are 
told, for instance, that we have got to pay for spouses 
that employees do not have. We are being threatened with 60 
per cent inflation protection, perhaps 100 per cent with the 
next government, in the wings at least. We may be getting 
pressures to go 100 per cent for people we do not still have 
On OUrs payroll: 


We have got a number of other features that are being 
asked for by governments who do not know how much it is 
going to cost us; whe do not fund their own plans properly; 
who do not look at their own plans to see what actuarial 
exposure they have got. By governments that cannot get 
together and give us a pension plan across the country, 
legislation we could work with... | eh 


Our employees, for instance, expect to be Canadians. 
I cannot give a different pension in Quebec than I give in 
Ontario or give some place else. I have got to end up 
giving the best pension that we have any place to employees 
everywhere. 


You cannot move people back and forth across this 
country and say, "Well, your pension nas changed this year 
because you are in Quebec and it has changed, again, because 
you are in Ontario." 


You are also giving us exposure to pensions that are 
not in the Pension Plan. A great many industries give 
pensions above the federal limit that you can take out of 
the pension plan, which is seventeen-hundred and fifty-odd 
dollars a year, for a year of service. And if you add to 
that inflation indexing on top of that, you have practically 
doubled our pension cost. 


I think that we are in a position where you are not 
listening to all of the people. You do not know what all of 
the pensions are. Pensions are very different across the 
country. They are not each one the same as the one sample 
that people have in mind. 


Wevare ‘very “interested in the-welfarexof sour -pecple. 
We care about them, we know them. I have had every one of 
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Our pensioners visited every year to make sure that they are 
coming out all right. That they do not have problems with 
their medical expenses; if they do not need some help with 
looking at their housing. These people have looked after 
their retirement not only with our pension, but with the 
CPP, with their savings, with the fact that they have 
purchased their house. They are all right. They have 
planned for their pension. They do not need a great deal of 
extra help; particularly, when there are many people in this 
country, many people who have no pension plan at all. 


I think defined benefit plans are in real trouble. I 
have thought that for a long time. We designed our plan to 
look after our long-term employees, the ones that we really 
thought were most important to us. We are told now that 
that does not matter. This is deferred wages; it has got to 
go to everybody. 


It went to everybody, but it was better for the 
long-term employees under the defined benefit plan. I do 
not think any type of plan is now safe from the desire of 
governments to get in there and tell us how we should run 
them and what they should have in them. It is my intention 
to get out of the pension business completely. 


The Federal Government have now made it possible to 
get a much better savings plan arranged for our employees 
than we have had before. They have also made.defined © 
benefit plans far, far less attractive for the employee. An 
employee of any seniority in a company with a defined 
benefit plan now cannot use his RSP to any degree. 


So what I am planning to do, now, is to cancel our 
pension plan, pay off the members of it what we owe them, 
and start again a savings plan for each employee. I think I 
can make this at least as good for most employees and for 
all employees -- better for some employees than the current 
plan I have. 


It will have alot of advantages. It is going to be 
portable. You asked me to make a defined benefit plan 
portable. I have got a number of employees now that I took 
over from Gulf well over a year ago. I am still fighting 
with Gulf to try and get a measure of how much it costs to 
transfer their benefits under a defined plan. There is no 
good way to do this. : 


iia gosto+a savings plan,,.l nave avo1dedethat 
problem. I have given them money which they can see in 
their hand. They are protected if the company is taken 
over. They are protected if there is any other kind of 
problem of this sort. They have got their own control of 
their own money. They can put it into a RIFFE when they 
retire, if they want, and get some inflation protection if 
that is the way they want to plan. They can have the money 
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invested the way they want to do it. And I will end up 
having a known quantity of money which I spend. It is a 
sizeable amount of money, but it is known. And it is the 
very uncertainty that I am facing now that is really driving 
us tO wunls. 


And I thought that you should know that you 
have already pushed at least one company into getting out of 
defined benefit pension plans. 


Ms. Wakefield: I will take over and make some 
specific comments which are in your submission that we have 
handed to you in advance, which relate to Bill 170, as now 
drafted. They are fairly technical and we will just skim 
over them for summary purposes. I will make some 
suggestions, as will Jerry, and we are taking these in order 
of sections. 


Section 19, the Conforming Amendment, offers some 
problems for some plans in that there may be some provisions 
that you are now required under new Bill 170 to provide 
which you provide now under some other type of benefit plan, 
disability or some such. By having Bill 170 come into force 
at the same time that these “are in place.—- i.e. before new 
contracts are negotiated -- you may in fact provide for the 
period before a new contract is negotiated with employees 
for double benefits, double disability benefits to be paid. 
It is a technical point, but we suggest that Bill 170 should 
not come into force until after new contracts are negotiated 
to avoid this problem or some other reasonable period, if 
the contracts are of a long-term duration and will not 
expire within, say, three years. 


With respect to Section 40(3), the 350 Percent Rule. 
We suggest that to determine the mandatory 50 per cent of 
the commuted value that the employer must contribute, that 
the total pension plan be considered. 


While only a portion of the benefit may be directly 
related to employee contributions, a total pension plan is 
designed to create a total benefit and it usually has some 
relationship to pre-retirement income. Accordingly, the 
commuted value of the total pension benefits should be used 
in calculating the commuted value to ensure that the 
employer contributes 50 per cent of the cost. 


With respect to Section 41(2), Ancillary Benefits in 
Commuted Values, we have a concern that when determining the 
commuted value that ancillary benefits, which may not be 
taken - which are optional or have certain contingencies 
which must be met - that those not be included for the 
purposes of determining the commuted value. It is possible 
that if you take the total grossed-up amount that an 
employee might be at some point liable for, if he or she 
chose to elect a certain number of options, and paid on 


Farr & Associates Reporting, Inc. 


Gal) 


credit splitting 50 per cent of that out, that you would 
then, if the employee did not elect those certain options, 
end up not having 50 per cent to apply to the employee. 


Accordingly, we think that when you determine commuted 
values, you should take only that which is a certain amount, 
not contingent on certain things like early retirement or 
disabilities; those kinds of things. 


JeLTV? 
Mr. Meier: Thank you. 


Section 43 talks about the transfer of commuted value 
of an earned benefit. 


Section 51 then goes on to permit the plan's sponsor 
to require the transfer of that commuted value only if the 
Valuevot that sbenefit is no: greater sthan 2 per icent of the 
year's maximum pensionable earnings, which amounts to $43.00 
per month, which, in the Chamber's view, is an 
inappropriately small amount, which will add to the 
administrative burden imposed on the employer. 


We are therefore recommending that the employer or 
plan sponsor may be required Or may require a transfer of 
such commuted value which is no greater than. 10 per cent of 
the year's maximum pensionable earnings. 


Section 49 presents a similar concern with the spousal 
benefit on the death of a plan member, where the plan's 
sponsor may, again, be required to bear substantial 
administrative costs related to relatively small benefit 
amounts. We would suggest, again, that 10 per cent is not 
appropriate, either, there. 


There is a related concern with that provision, 
namely, that the survivor of a member who dies after 
reaching early retirement age will continue to be allowed to 
receive 100 per cent of the present value. Whereas under 
the Federal Legislation the individual who becomes eligible 
for early retirement then becomes subject to receipt, or 
their survivor does, of a 60 per cent joint and survivor 
benefit. We are recommending that a similar provision be 
incorporated in the present Bill principally to avoid the 
disincentive that is now provided to early retirement. 


Section 52 deals with Court Orders under the Family 
Law Act. We are concerned there that the Act and 
Regulations be sufficiently specific to assist the Court in 
defining what may or may not be done in the splitting of 
pension benefits. And again, as in Sections 43 and 49, we 
are concerned that the plan's sponsor will be left to bear 
the administrative costs of relatively small pensions or the 
payment of more than one pension in the case of an 
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Section 54 talks about discrimination on marital 
status and next to surplus withdrawals and mandatory 
indexation, probably poses for us the largest concern of 
what is ‘now <inm (iBillel7 0c And ithat ers Bthatiethe vOntarie 
Legislature has seen fit to. introduce a principle, which is 
not, in fact, included in the federal/provincial consensus, 
that will attract further costs to plan sponsors, as well as 
an administrative burden. © 


We are, therefore, encouraging Bill 170 to be a 
amended to allow employers to be allowed to comply with this 
leqrslationsit , intact peit is your intent tonscegprovide For 
protection against marital discrimination by at least 
allowing the employer to incorporate that provision without 
attracting additional costs to itself. 


Inflation indexation has already been the subject of 
Mr. Woodruff's comments and, in the interest of time, 
probably not worth additional emphasis. And I believe that 
it is the Chairman's intention to include further comments 
in his summary remarks. 


Mr. Sanderson: Mr. Chairman, that is the end of our 
presentation. We would be happy to answer any questions you 
do have. We do have a couple of closing remarks, very 
short, but we would be happy to answer any questions. 


Mr. Chairman: Mr. McClellan? 


Mr, McClellan: Thank you, Mr. Chairman. I do not 
know whether any of the witnesses remember the last set of 
hearings that the Legislature had on the issue of pensions, 
which was the work of the Select Committee on Pensions in 
1981 and 1982. I do remember that the Ontario Chamber of 
Commerce came before the Select Committee, of which I was a 
member, as well as at least twenty business and employer 
associations. We had weeks and weeks of hearings on the 
recommendations of the Royal Commission on Pensions, which 
it reported in 1981, and one of things that we were 
discussing was inflation protection. 


At that time, believe it or not, there was a 
remarkable consensus, that included employee groups, 
government social service groups, individuals, and business 
and emplover associations -- including, as I recall, the 
Ontarso7 Chamber=ofeConmercial)—- thatethe mssuesor inflation 
protection was absolutely crucial if the private pension 
industry was to survive. There simply had to be inflation 
protection and that excess interest, the use of interest 
over and above that which was required to maintain actuarial 
value and guarantee a fair rate of return, could easily be 
usedy ton provides inflarionmprovection es 17 do pnot; recall 
opposition at that time. I may be wrong, but I do not think 
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I am wrong. 


Mr. Sanderson: We have not reviewed that particular 
presentation. I believe that our position has been 
reasonably consistent throughout the last few years, that we 
are opposed and concerned about inflation protection. We 
believe that inflation is not a creature of business, but a 
creation and under the control of government more than 
business. And further, that to some degree indexation of 
costs helps feed inflation. So we have some concerns from, 
perhaps, a theoretical point of view. 


We are particularly concerned that already parts of 
the Bill will cost business in Ontario significant amounts 
of money, parts of the Bill which we have agreed with and 
Support. 


Pensions, as you know, are not mandatory benefits in 
the province. Only certain employees get pensions. We are 
concerned about a very serious increase in pension and 
payroll costs beyond the general impact of the Bill, without 
any corresponding cost reductions or productivity 
improvements. 


Our concern lies at the increasing competition that 

- Ontario industry faces as we become more of a Northern 
American market, whether through freer trade or just 
increaséd competition. We have some concerns about what 
this does to Ontario's position vis-a-vis other provinces 
and vis-a-vis the United States. Certainly, under free 
trade, companies would be looking very closely at pension 
indexation as if it were a significant cost as one of the 
factors involved in where to locate new plants and looking 
ato theacostestructure.of existing, particularly, long-term 
plants that may not be new and fully productive. So, I 
believe that is our long-term position and I am sorry we did 
not review our ‘80-81 brief. 


Mr. McClellan: Well, again, I am quite sincere in 
expressing this, a genuine bewilderment about the change of 
attitude that characterizes presentations from the business 
employer community in 1987 from the attitude that 
characterized those same presentations in 1981 and 1982. 


Mr. Woodruff: I do not have the same recollection 
that you do and I do not have any specific recollection in 
my mind, except that we have been unalterably opposed to 
indexation from the beginning. And I do not recall being 
all that upset about the provisions or the submissions that 
were made otherwise. Do you have something there that says 
that the Chamber did support it because I find that... 


Mr. McClellan: I was going by recollection and I am 
not sure about the position of the Chamber. 
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Mr. Woodruff: One of things I think you should think 
about is that industry itself has not worried about this 
kind of pension legislation until recently. The Chamber is 
not industry; it is a representation of some people in the 
industry and some people are not supportive of these things. 
They do not think about them. They are too busy running 
their business until something like this comes up and 
becomes a real problem. 


I have been active in this area for a long, long time 
because I know exactly what our problems cost us; I know 
what we are getting into; and I see the real harm that is 
coming out of legislation like this to people who have very 
good pension plans now and are going to be driven out of 
them. At the same time, you are doing nothing for the. 
people that have no pension plans. And that, to me, is a 
dichotomy I cannot understand. Good is not good enough, but 
nothing is okay. That just is not sensible. 


Mr. McClellan: My understanding of your position is 
that you are even more opposed to expansion of benefits 
under the Canada Pension Plan -- 


Mr. Woodruff: No, I am not. That is not my position 
whatsoever. “I was glad “to "see. =- 


. Mr. McClellan: That is not the Chamber of Commerce's 
position? va . 


Mr. Woodruff: I said at the beginning the Chamber is 
made up of - you said 60,000 people - 59,500 are 
different-minded. Good heavens, how many of you in the 
Legislature all think the same? It certainly does not seem 
that to me from the outside; there are a couple of hundred 
of you. Think of business as 60,000. 


No, I think that the Canada Pension Plan expansion is 
the way to go if you want to get what you are looking for. 
That would be for everybody. That would be something that 
is"easilty, —= 


Mri McClellan: "\Msemthatuthe positionnotsthey-= 


Mr. Woodruff: -1i.do not think it-is =the position of 
the Chamber. 


Ms. Wakefield: That is certainly not the position of 
the Ontario Chamber and never has been. 


To address your point with respect to the Select 
Committee in the early '80s. There was never a consensus 
amongst business that we should move ahead with inflation 
indexation, counter to your suggestion. And certainly, 
there was never any agreement on the excess interest 
approach. 
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As I am sure you are aware, there are many problems 
with that. I am not an actuary, to be able to comment 
specifically, but that has never been a subject of agreement 
Or commonalty amongst interested groups. 


Mr. McClellan: Well, my recollection is somewhat 
diifherent,ecndal aco nOtawant. LO besdisputatious, but there 
was not the kind of opposition to the notion of trying to 
find some way of protecting the private sector pensions from 
the ravages of inflation that is manifest in 1987. 


Ms. Wakefield: Obviously, if I may interrupt -- 


Mr. McClellan: I do not understand what has 
intervened except the discovery of the possibility of 
pocketing pension surpluses, which was discovered, as you 
know, in the United States in the early '80s and then moved 
into Canada in mid-'80s. 


Ms. Wakefield: Obviously, your discussion in your 
back rooms and cabinet rooms were different from those in 
business -- 


Mr. McClellan: I am talking about the presentations 
that were made here. 


MG. Waker eld: vit weimay =—- 


Mr. Woodruff: Why do we not talk about the 
presentations today. That is five years ago. A lot more 
people in business have learned a lot about what is 
intended-- 


Mr. McClellan: What you are saying -- 


Mr. Woodruff: --and they are certainly getting a lot 
closer to what the problems are. 


Mr. McClellan: What you are saying is that it is fine 
if a pensioner who retired in 1971 has a purchasing power of 
thirty-three cents on the dollar or somebody who retires in 
1986 will have the purchasing power of fifty-five cents -- 


Mr. Woodruff: I think it is a lot better for them to 
have that than none. And what you are allowing right now is 
that some have it and some have nothing. I do not think 
that it is our responsibility, as industry, to take care of 
inflation. What we need to do is promise one thing or the 
other. We can promise a defined benefit plan; we can 
promise to put so much money away. 


You are going to screw up the defined benefit plan and 
SO people are going to go to putting so much money away. 
They may be able to get some inflation protection from that, 
they may not, but industry cannot afford to write blank 
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cheques. 


You have talked about free trade. My industry is 
already in free trade. We have got absolutely no protection 
against American products coming in here. Our margins are 
so low that we are making less than bank interest in the 
half of the last dozen years. We are in trouble. The last 
thing we need is to have 5, 6, 7 per cent addition on our 
salary bill. We may not be able to have the jobs. We may 
solve your pension problem that way. You are trying to put 
a monkey on our back that you are causing by spending too 
much money as it is. 


Ms. Wakefield: Understand, as well, that by 
introducing inflation indexation - mandatory inflation 
indexation - you, in effect, drive a wedge in society. You 
increase the pensions of the relatively lucrative pension 
Plans while doing nothing to help the 60 per cent of Ontario 
employees that do not have pensions. I understand it is 
even a greater proportion that do not have defined benefit 
plans. 


If I may suggest, I think your focus should be on 
encouraging employers voluntarily, certainly, to offer 
pension coverage for employees, rather than making the rich 
richer and the poor poorer. 


rc ellan: Well, the reality is -~- and I am 


talking about the Chamber's official position and then I 
will conclude -- you are opposed to expansion of public 


sector plans which have universal coverage and which could 
provide a decent standard of living if benefits were 
increased under Old Age Security and Canada Pension. You 
are opposed to that because you say, "We cannot afford 
thatr¢ 


You are opposed to inflation protection from private 
sector plans because you say, "We cannot afford that." The 
alternative is what we have, which is welfare programs, 
guaranteed income supplement, and GAINS for something in the 
order of 500,000 people in this province. And that is the 
effective proposal of the Ontario Chamber of Commerce. Let 
Our retired citizens go on welfare programs. 


If you think that that is going to be an acceptable 
solution in our society, you are as mistaken in 1987 as you 
were in 1971, when you spoke out about and against 
unemployment insurance; as you were in 1951, when you spoke 
out about and against old age pensions; as you were in the 
1930s, when you spoke out against the proposals of the 
Bennett Government. 


Ms. Wakefield: The alternative that I just mentioned, 


and which I reiterate, is that you encourage employers to 
voluntarily offer pension coverage. 
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Mr. McClellan: Thank you, Mr. Chairman. 


Mr. Chairman: Any other questions? Thank you very 
much. 


r ander *. Thank you very much. 


Min Chairmen: = All rignt;,ssir.  Didsyou want «to 
conclude, Mr. Sanderson? 


Mr. Sanderson: I really think we have covered most of 
the points with respect to indexation. 


My only conclusion is that if we do move towards full 
indexation of private plans, aside from creating two levels 
of society -- one with indexed pensions and one with no 
pensions -- somebody is going to have to pay, whether it is 
consumers, firms, employees, or industry at large. And my 
concern is that the real payment will be in loss of jobs as 
Ontario loses its competitive position. 


Mr. Bernier: Mr. Chairman, in view of the fact that 
that Section is not in the Bill, maybe the Minister would 
like to tell us what the plans are in the situation. 


Hon. «Mr. Kwinters "Well, if I can just recap very 
briefly, and I have said this many times, the idea of 
indexing pensions is one that, from a theoretical point of 
view, no one can really argue against. It is a very 
desirable thing to do, to make sure that the promise that is 
made, let's say in 1987 to 1999, when someone retires, that 
they have the same buying power. 


Having said that, and we have said publicly that we 
are committed to that. I have also heard not only the 
Chamber but gentlemen like Ultramar are saying, "We cannot 
afford it." And what we have done is we have put together a 
Commission made up of Professor Friedland, Mr. Cliff Pilkey, 
Mr. Jackson to say, "It is the desire of this Government to 
implement mandatory inflation protection." 


There is no doubt that there is some concern because 
no one can give me an answer. As I said before, in 1984, 
the then Treasurer, the Honorable Larry Grossman, stated 
that his government was committed to mandatory inflation 
protection at the 60 per cent level. In January of 1985, he 
said, and I can quote, because I have the newspaper article, 
and it says: 


"Grossman offers pension reforms but no 
indexing." 


"Ontario will introduce major pension reforms 
this year, but the area of great concern to 
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most pensioners, protection from inflation, 
won't be part of the package. Treasurer, Larry 
Grossman, said.” 


And he went on to say: 


"Because disagreements between the provinces 
and strong opposition from the private sector 
have forced the postponement of Ontario's 
proposal to index private pensions." 


So, what I am saying is that every party, I think, has 
gone on record as saying they are in favour of mandatory 
inflation protection. My concern is, exactly the concern 
that was expressed today: You may get it, but you will have 
no pension plans to index. Because what industry will do 
is, they will either go to a defined contribution plan or 
they will refer back, to go to a saving RRSP, where the 
employees will have as much as they have now with greater 
flexibility and what we are going to do is distroy the 
system. 


So, what we have done -- and we have heard the 
stories, and we have heard the arguments, and I have had the 
questions in the house -- we have said, "Let's get together 
a group that represents all of the parties that are going to 
be effected and let them take a look at it. And.let them 
come back to us and say, 'this is what you should do'." And 
they come back and say, "We have looked at it and it makes 
no sense and that you should abandon your policy even though 
VOULAte Lin 1avourueL ic. Of -this 1S woe you suould.dco,at 
this level." 60 per cent may not be the number, it may be 
30, it may be 80, whatever it is. ~But Jet=tnem, atleast, 
look at it because what is happening is that everybody is 
using a very broad brush technique and they are saying, "It 
TS 7ONnlLVegoing £0, cOSt 1. per cent Of payroll. 


Well, we have heard cases where that is not the case. 
It may be there may be cases where it will cost 1 per cent, 
but you cannot take the lowest common denominator and apply 
it to everybody because you are going to do some irreparable 
harm. 


The main thing that I feel that we have to do is, 
before we make that determination, we have to have the 
facts. We have to know what the impact is going to be and 
what is it going to cost us. And we do not know that. All 
we have are some vague ideas that, yes, we do, it is 1 per 
cent. of payro.d. 


Well, I have met with industry; and I have met with 
the Chamber and their group; and everyone says, "At 1 per 
cent, that is something we can look at, but we do not 
bDelievepiizw. YOUmpEOV.e. CO. list haa, | Crise. taper wCent.. 
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That is one of the charges that I have given to that 
Commission. Come up and tell us what it is going to cost? 
But rather than wait until that happens -- because it is 
going to take them some time, they are busily working at 
it -- there are a lot of the things in Bill 170° that I think 
are critical and that the workers in Ontario should get. 


There are concensus figures. There are things that we 
have done and things that they are entitled to. And rather 
than hold up the passage of the Bill 170 -- and that was one 
of the reasons why were delayed. I was looking to see if 
there was some way that we could do it. And we got to the 
point that no matter how we looked at it, we talked to the 
treasury people, we talked to industry, and we talked to the 
actuaries, and they all said the same thing, "We really do 
not have figures that we can give you that are definitive, 
that can allow you to make that determination." 


We held off as long as we could, but I really think 
that we are doing the workers a disservice by holding off on 
Bill 170. So we went -- and we knew there was going to be 
some political opposition and we got it -- and we decided: 
Let's deal with the mandatory inflation protection and the 
surplus question sperately because it is very contentious, 
and, notwithstanding that there have been representations 
made here, today that say that they should be treated. 
separately. 


And the point I was trying to get out of organized 


labour yesterday, is that if you have the promise -- and we 
are talking about the promise which is really what pension 
benefits deal with -- if you have the promise and if you 


have it indexed against inflation, then what happens to the 
Surplus? 


One is tied to the other, because if you have the 
indexing it effectively will remove the surplus. I think 
that those two issues should be separate and that is what 
the Commission is looking into. 


To just take it now and say, "Forget about the 
Commission. We do not really care what they say. Our mind 
is made ap. ) Dognot confuse sus with the facts. Go.% 1 
think we are doing a disservice because I defy you to tell 
me authoritatively what the cost is going to be to every 
pension plan in this country, in this province, on mandatory 
infaltion protection. And you cannot. 


All you can say is, Well, the figure that we have, 
thatvl frecall sksomewhere al recall! iat ois vlyper centaor 
whatever it is-- Or, no, as a matter of fact I have heard 
members of your party, the leader of your party say it will 
cost nothing, which is another area of his voodoo economics. 
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I can tell you that what we have to do is, we have to 
come to a determination of what the costs will be and what 
the impact will be because we have a situation in Ontario 
where only 38 per cent of-- 


The mere fact that that has not been implemented 
should tell you something. 


Mr. McClellan: Time to leave Ontario. 


Hon, Mr. Kwinter : It should tell you something, the 
mere fact that 38 per cent of the employees in Ontario are 
covered by private pension plans. And what you are doing -- 
and the case has been made very eloquently -- the rich are 
going to get richer and the 60 per cent some-odd that have 
no pension coverage are going to be sitting there like a kid 
with his nose pressed up against the candy store, watching 
an enhancement of existing plans with nothing being done for 
them. 


Mr. McClellan: You should be on this side with the 
Chamber of Commerce not up there. Why do you not come down 
here and join the Chamber of Commerce Delegation because you 
are just parroting their line, parroting their objections, 
and parroting their arguement. 


Hon. Mr. Kwinter: Not ateall. 
ME NcGlvel lan: V-Save it for thetcampaign: 


Hon, Mr. Kwinter: They have said that they are 
opposed to indexing; I am saying we are in favour of 
indexing. 


Mr. McClellan: If you want to make an election speech 
save it for the campaign. 


Hon, Mr. Kwinter: Listen, when you make your speech 
you are obvouisly gearing it to some constituency. I am 
putting forward the position of where we are. I was asked 
to say what is the government's position. The government's 
position is that we are favour of mandatory inflation 
protecerion = 


Mr. McClellan: Your position is exactly the same as 
the Chamber of Commerce. 


Hon, Mr. Kwinter: Does that mean that we have to have 
a position that is totally different from anyone else in 
Ontario? 


ig ellan: Just as long as we are clear, then, 
that vou have a valuable ally in government. 


i inter: The point that I am trying to make 
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is that there is certainly no definitive answer as to what 
the cost is going to be. 


Mr. McClellan: That is what the Chamber said. 


Hon, Mr. Kwinter: Well, that is fine, and others will 
say the same. It was not just the Chamber, we have had 
other people come in and say the same thing. 


Mr. Woodruff: If you would like to guess at the cost 
why do you not ask the Treasurer to see how much it would 
cost to index long-term government of Ontario bonds. So 
that the people that buy those bonds get the same purchasing 
power, the same promise that they get out of their money, 
when they have bought the bonds. Find out how much that 
will cost you. There is a good way to find out. 


You have got exactly the same situation there as you 
have got with pensions. Why are you taking money from 
people who invest in government bonds and not indexing those 
bonds to protect them against inflation? 


Now, I think that: is a terrible thing to do. I have 
watched what has happened to Brazil who indexed everything 
and you can see what it has done to their economy. It has 
brought them to their knees twice in that last twenty-five 
years. 


Indexing is a terrible thing to do. But you can do it 
on bonds and take care of the investors by looking after 
them, just the same way you are trying to look after other 
people. All with somebody else's money. That wouldabe 
with yours, and yet you are not doing it and for a good 
reason. And it is sure going to cost more than 1 per cent 
of the cost of those bonds I can tell you. 40, 50 per cent, 
for long-term bonds, I would not be surprised. 


Mr. Chairman: That having been said... 


Ms. Wakefield: If I may just close for the Ontario 
Chamber. 


Mr. Chairman: I obviously should have set more aside 
for these Chamber people. Mr. Sanderson attempted to close 
twenty minutes ago. Try again. 


Ms. Wakefeijild: Just to respond. As we have said in 
our submission, we urge you not to amend Bill 170 now to 
include inflation indexation. We think it is responsible to 
fully review the issue and it would be unwise to hastily 
amend the current Bill. 


Mr. Chairman: The next presentation is from Towers, 
Perrin, Forster & Crosby. Mr. Bharmal, and Mr. Lee. 


Farr & Associates Reporting, Inc. 


G-28 


Mr. Bharmal: Thank you. 
Mr. Chairman: Please proceed. 


Mr. Bharmal: We very much eppreciate this opportunity 
to address the Committee today on this very important matter 
of pension reform. 


Mr. Chairman: And you are? 


Mr. Bharmal: Let me just take a few minutes to 
introduce ourselves. We represent Towers, Perrin, Forster & 
Crosby, aS you said, TPF&C for short. We are the second 
largest actuarial benefits consulting firm in Canada. We 
have been consulting in the design, funding and the 
administration of pension plans in Canada for nearly 50 
years. 


We have been active participants in the pension reform 
process. We have over 200 actuarial pension plans in 
Ontario, mostly major corporations in the various industry 
and public sectors. We have nearly 150 employees in the 
Toronto office, 25 of them fully qualified actuaries. And 
we also have fully staffed office in Montreal, Calgary and 
Vancouver. 


My name is Shiraz Bharmal and as the national 
pension's practice leader of TPF&C I have the responsibility 
for monitoring social and legislative developments in the 
pension area. With me on my right is Doug Lee, who is a 
vice-president and a senoir acturial consultant, and he is 
also the manager of our Toronto office. Our biographies are 
included in the written submission that you have with you at 
the end. 


In our overall comments, though, we will highlight 
some fundamental characteristics of private pension plans in 
Ontario. And we will then summarize our views on some major 
issues relating to pension reform. Time will not permit: us 
to discuss all the issues and concerns included in our 
written submission, but if there are any questions later on 
that you have about our submission we will be pleased to 
respond. 


Let me then review what we believe to be the 
fundamental characteristics of private pension plans in 
Ontario. 


First, pension plans are voluntary undertakings in 
Ontario. There are no mandatory requirements to have a 
pension plan at all. In such a voluntary environment 
legislation should to be limited to ensuring that the 
voluntary pension promises made by employers are in fact 
honoured and understood. 
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Secondly, by far the largest number of participants 
belong to defined benefit plans. Under a defined benefit 
plan the employer undertakes to provide a certain level of 
retirement income. He takes the risk of financing that 
level of income after taking account of any required 
employee contribution. And I might add that in the private 
sector nearly half the plans are non-contributory. 


The plan is, therefore, a benefit plan and forms a 
part of the total compensation package. It provides 
protection to employees and is akin to such other plans as 
death benefits and disability income benefits. Such a plan 
is not by its very nature a deferred wage contract although 
it may effect the remaining sources available for 
compensation dollars. 


However, the essential point is, that the sponsor is 
responsible for the continued financial viability of the 
plan and that applies in good times, like now, when there 
are surpluses, as well as in bad times, when there are 
deficiencies, as was the case in the mid to late 1970s. 


The third fundamental point is, that as a society we 
have chosen to provide a basic safety net of government 
pension and rely upon the private sector to provide 
enchanced pensions beyond this level. In order to encourage 
employers tax incentives are provided. 


Bearing in mind the voluntary nature of pension plans, 
we must not make pension regulation so onerous as to defeat 
our central objective of expanded and better pension 
coverage. And therefore, the pension standards must take 
account of the voluntary and the employment related nature 
of pension plans. They must be simple to administer. They 
Must establish only minimum standards. And they must give 
proper recognition to the risks assumed by sponsors of 
defined benefit plans. 


Above all, legislation should not be retroactive. 
Retroactivity would change the rules in midstream and alter 
the nature of plan sponsored contract unilaterally without 
any remedy. And we are therefore pleased with the general 
thrust sof sbi) 17.0 which pissnon-retroactive. 


Let us now turn to some general issues. An issue that 
has been the subject of intense debate recently is that of 
mandatory inflation protection. The needs of retirees to be 
protected against the increasing cost of living are 
undeniable and well documented. 


Many employers, therefore, provide periodic updates to 
their retirees on a entirely voluntary basis. Among large 
employers this practice of ad hoc adjustments is widespread. 
You will see from the charts provided in our written 
submission -- and they are just after page 11 in the written 
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submission -- nearly 80 per cent of the 251 employers 
included in the TPF&C benefits data bank who sponsor defined 
benefit plans have provided inflation adjustments in the 
past. The data reflects practices of large non-union 
pension plans in Canada. 


In addition, many employers regularly negotiate 
increases for retirees during collective bargaining. This 
system of ad hoc updates is consistent with the voluntary 
nature of pension plans and should be encouraged. It is 
cost effective as it can be designed to meet the financial 
circumstances of the plan sponsor. It is flexible and can 
be tailored to meet the needs of employees in an optimum 
way. For example, more of the available resources can be 
directed to those who are retired the longest and who need 
the greatest protection. 


In contrast, a mandatory system imposing automatic 
indexation would be extremely costly to many plan sponsors, 
especially if it is made retroactive. Whereas ad hoc 
increases need to be financed only after they have been 
granted, automatic increases will require pre-funding and 
accounting not only for current retirees, but for future 
obligation to current, active employees. 


Automatic adjustments would also deprive plan sponsors 
of the flexibility in the timing of the adjustment which is 
necessary to .cope with adverse economic times. In the face 
of these cost increases, in addition to other costs that - 
have been imposed by Bill 170, many plan sponsors may be 
forced to pass on the cost to their employees through 
reduced benefits. 


Employers who are not in a position to assume the 
open-ended risk of inflation may feel that they have no 
choice but move to many purchase plans; and thereby pass all 
the risks to employees. Some may be faced with the 
unpalatable option of terminating the plan altogether. And 
in the end it will be employees who will end up bearing the 
cost of mandatory inflation protection. Also, a mandatory 
indexation provision would reduce the incentive for the 
establishment of new defined benefit plans. 


There are other unfortunate impacts of mandatory 
indexation. First, it will interfere with the collective 
bargaining process. It might even make it more costly if 
bargaining agents do not recognize the cost of indexing as 
part of the negotiated package. 


As has been said before, private pension plans are not 
monolithic, they vary a great deal in their form and 
genorosity. Automatic indexation would have a paradoxical 
effect. It will add the greatest cost to most generous 
plans and sponsors of money purchase plans; and those that 
do not have any ‘plans at’all will not be effected. 
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I might note parenthetically here, that conspicuous by 
its absence has been the requirement that money purchase 
plans, saving plans, RRSPs, would be required to be taken in 
the form of indexed annuities. And our experience is, when 
such an option or such requirement is available the 
utilization is very, very low. 


Trustees of multi-employer plans who have limited 
access to employer contributions may have to reduce benefit 
levels to accommodate mandatory inflation protection. 


The next issue we would like to address is that 
relating to surplus ownership. As already observed, under a 
defined benefit plan the risks associated with investment 
return, the ultimate benefit amounts, and timing of 
retirement all fall upon the plan sponsor. If the plan 
sponsor could forecast these elements exactly, the sponsor 
would fund the precise amounts required and there would be 
no surpluses and no deficiences. 


However, since these factors are unpredictable, a plan 
sponsor usually adopts a prudent stance and includes margins 
in their funding levels. This is very important because the 
security of the earned benefits of the members, the 
employees, is effected by the funding Llevel.wvitvisvalso 
important because if there are deficits the law requires 
plan sponsors to fund the deficits over a very short period. 
Also, some plan sponsors wish to make an advance provision 
for the future improvements such as the ad hoc adjustments 
that I talked about earlier. 


Actuarial guidelines and regulatory authorities also 
require margins. 


So far this conscious bias towards over-funding has 
not been a problem because the plan sponsors have felt 
secure in the understanding that they retain the ownership 
of any excess funds. If laws are changed to alter this 
situation, plan sponsors may act to adopt what we term "lean 
and mean funding", thus reducing the security of earned 
benefits. : 


Worse still, some plans may be wound up in order to 
recapture excess funds. And employers without plans may be 
discouraged from establishing new plans. If ownership and 
utilization of surplus is curtailed, it would only be fair 
that the plan sponsors be given the option to reduce the 
benefits when deficiencies occur instead of having to fund 


them. 


Turning to other matters now. Bil ke7.0Ucontains a 
provision which purports to correct a perceived problem of 
discrimination on the basis of marital status. Section 54 
requires that if a plan provides for a joint and survival 
benefit to a married person, an increased benefit of 
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equivalent value must be provided to a single employee on 
some arbitrary actuarial basis which assigns an assumea 
spouse with an assumed age to that single employee. 


This provision is absurd and in direct conflict with 
another provision of the Bill which requires married 
employees to elect a joint and surviving spouse option. It 
is also in conflict with the socially desirable practice of 
providing family benefits such as greater life insurance and 
health coverage to married employees. It conflicts with the 
provision of the Canada and Quebec pension plan which 
provides spousal benefits, and it conflicts with income tax 
provisions which provide favourable treatment to family 
units. This provision must be removed especially because 
it would discourage plan sponsors from providing subsidized 
joint and survival options. 


We have concerns about requirements to provide 
pre-retirement death benefits when they can and for the most 
part are more effectively provided through group life 
insurance programs. We have concerns about the 50 per cent 
Minimal employer cost role, which is arbitary and 
inconsistent with the basic nature of the defined benefit 
plans; particularly, when there is no similar requirement 
being imposed on many purchase plans. Detailed comments, as 
well as comments about certain other technical issues are 
included in our submission.’ | 


We believe that if the law is cognizant of the | 
fundamental characteristics of private pension plans, that 
we have discussed earlier, it will lead to an environment 
that is hospitable to the continued growth of pension plans. 
If legislative requirements are made too onerous they will 
frustrate the desirable social objectives with more and 
better private pension plans. 


We will now be pleased to entertain questions, unless 
you want us to review some of the technical areas in our 
submission. 


Mr. Chairman: Thank you. Questions? Mr. McClellan? 

Mr. McClellan: Thank you, Mr. Chairman. 

You indicate in the back of your presentation that one 
of the services that Towers, Perrin, Forster & Crosby 
provide are total compensation services. 

MiG bhakiial +) sTiat Vern ont. 

Mr. McClellan: I would assume you would have some 


experience in working with employers as they prepare for 
collective bargaining? 


Mr. Bharmal: We do indeed. 
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Mr. McClellan: Have you ever been involved in 
collective bargaining where the cost of the employer's share 
of a pension plan has not been part of the total piece of 
pie that the company is prepared to discuss? 


Mr. Bharmal: We have been involved in cases where 
that has been the case, and in cases where it has not been 
the Casé.s ihe; fundamental poins,. though, is thatewhen “the 
Union is negotiating a particular package they are trading 
off current cash with a protection plan. And something like 
a pension plan is, as I said, akin to long-term disability 
benefit or a short term disability program. And the idea is 
not to sort of defer the cash for consumption in the future, 
but to trade in the cash instead of a protection plan. 


Mr. McClellan: People make choices about what share 
of the pie they will take as take-home pay, and what share 
of the pie they will take, the employees, as deferred wages 
oe 


Mr. Bharma]l: I think -- 
Mr. McClellan: Benefits? 


Mr. Bharmal: -- the choice that the people are making 
is that instead of picking only cash as their compensation . 
they -would.rather have some cash and some security plans. 


Iam. going’ to- oive’ you an example. *Quite often;eas I 
said, disability income benefits are part of the package. 
Now, a very minute group of people are going to benefit from 
that long-term disability benefit; and therefore, you are 
not really exchanging cash, you are exchanging insurance, 
YOU are exChanging protect on. 


Mr. McClellan: Well, no, you are making a choice 
between whether to take the share of the pie that is 
available in a given year, in the form of take-home pay, 
increased take-home pay, or in the form of something that is 
deferred. 


Mr. Bharmal: Yes, you are right to some extext, but 
thes point © am making 16 cnaw == 


Pi MeC leans ye NO iey On a 


Mr. Bharmal: -- the relationship is not as direct as 
you are making out because nobody at that point knows the 
cost of the protection plans. For example, nobody can tell 
what the long-term disability benefit is going to end up 
costing... You are making choices not in’ terms of dollar for 
doltar; you are making Chorces in terms “or ‘thewquality of 
the total benefit package. 
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an: You are telling us that you know of 
companies that have sat down and agreed to increase 
contributions to a pension plan or enrichments to a pension 
plan without knowing what the costs of those were and 
relating those costs to other items that are on tne. vale. 


Mr. Bharmal: The interesting thing is that the 
companies never knows what the costs are going to be. All 
Phew Nay est O1gOaDy == 


Mr. McClellan: But there are estimates? 


Mr. Bharmal: -- are some actuarial estimates and 
quite often those estimates are wrong. For example -- 


Mre-McClellans. But ‘they are taken =] 


y armal: They are taken into account. 


Mr. McClellan: Sure, of course, they are. 
Mr. Bharmal: Of course, they are. 


But the point is, that when those are taken into 
account, the risk for them is also taken into consideration. 
For example, lots of bargained defined benefit plans 
developed deficiencies in the late '70s and the employees 
did not go back to the bargaining table and say, "Sorry, we 
are going to reduce your benefits because we have developed 
the deficits." 


Mr.-McClellan: But.it is not just a question of the 
actual benefit that is deferred, there is actually a defined 
cost. Whether it is accurate or not, there is a defined 
cost which is taken off the table, taken out of the wage 
package, put into something else; and I do not see how, that 
being the case, you can describe that as the property of 
somebody other than the person to whom it belongs, which is 
person who decided to give it up in the form of take-home 
pay and put it into something else. 


Mr. Lee: Maybe I could comment on that. When the 
exchange is made between taking a take-home home pay at this 
point in time for a benefit, there is a change in the form 
Of receipt or that particular dollar...) Andw it now, 1s <4 
promise to pay a benefit; it is not a deferred wage at that 
point, .becauce,, in tact... at, youl think-about. it, that 
actuarial estimated cost is based upon a lot of averages, so 
that any one individual may be a winner or loser as it 
relates to the benefit. 


Again, to pick up on this the theme of disability or 
group life, an individual exchanges the compensation in 
Order to have a larger group life benefit. If that person 
is unfortunate to die they receive a very large sum of money 
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which has no relationship at all to the benefit or the cost 
of that benefit. 


E air : Any other questions? 
Thank you, gentlemen. 


Before we started these hearings we had some 
discussions as to whether or not we would travel to other 
places. We decided that we would not, but that if somebody 
needed assistance to make a particular point with us that we 
might be sympathetic to that. 


We have one from a person representing the Inco 
pensioners, and one representing the Ottawa-Carleton 
Pensioners' Association. I have two motions, both the same, 
one by Mr. McClellan and one by Mr. Guindon that the 
Committee reinburse the chap from Copper Cliff and the chap 
from Ottawa for the cost to travel to Toronto to appear as a 
Witness on Bill 170; the cost not to exceed the amount of an 
economy class return air ticket. Agreed? Agreed. 


See you on Monday. 


The Committe adjourned at 3:45 p.m. 


Farr & Associates Reporting, Inc. 






ty ‘einen 
























- 
; FOES te ae 
igi ae Bye oe ‘pine Hh e -; oc? 
= v eS ba 7. 
7 Gels then MU ONG 200e Ue neened 
7 
7 ~ Crpem) i oe vee ag 7 _— 
+ : Oy a? F 3 P-., 7 
24 : ro I oe.30 , a 7 fad 5 yay edge ae 
of. ; ae wiv a9 a) saoloavt seit 
walt ina , ' ba? Dwab le er) 
7 eTéLu icq 4 odie 92 Soneshlaee: Hebeon 
. Serre te eae 
oy aa 7 _ ated 
| j " Pf > sat aap S-7 7 
7A SA f\ v aed aad : 
n ‘ 7A “aztenclagws 
} ; : bb ad 14 va ane 
z ; 2 @es33i inne) - 
ae 330. ine bog 
a aa neeetiw 2 a 
cs yaonass. - 
Se 2 eke 
4 i h, me _ 
ae 
ttye. va 
pcloped’ 
, _ or af 8: 
JL Lye Jaf ihe 
P SP, 8_cet ined 
> iS bt va Qe 
& IDOE’ 4 a9) ata chat 
ig pt bavi ma ‘of Sa 
oe or eas hitb. 4a 
ote of [45 sa ea 
® - DAL. hen wae. 
: / —2 bene = ot Tale | 
i vert petge (in care. 
: : t <2P “@Qhe S<cticc 7 2% pow 10 @ 7 


7 - lel (ed woce € a 
RoE Et. Lt 2 





that 


i 


STANDING COMMITTEE ON GENERAL GOVERNMENT 
PENSION BENEFITS ACT 
MONDAY, APRIL 13, 1987 


Morning sitting 
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CHAIRMAN: McCague, G. R. (Dufferin-Simcoe PC) 
VICE-CHAIRMAN: Guindon, L. B. (Cornwall PC) 
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Lane, J. G. (Algoma-Manitoulin PC) 
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Witnesses: 


From General Motors of Canada Ltd.: 

Wakefield, T., Senior Staff Assistant, Government Relations 
Stewart, N., Director, Government Relations 

Wagoner, R., Vice-President, Finance 


From the Ministry of Consumer and Commercial Relations: 
Kwinter, Hon. M., Minister of Consumer and Commercial Relations and Minister 
of Financial Institutions (Wilson Heights L) 


From the Consumers’ Association of Canada--Ontario: 
Delaney, T., Member, Economic Issues Committee 


From the Toronto Civic Pensioners’ Protective Association: 
Batchelor, G., President 

Woadden, R., Director 

Chepswick, J. P., Vice-President 


From Peat Marwick and Partners: 
Dutkey hs, ces tartner 
Van Riesen, G., Manager 


LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON GENERAL GOVFRNMENT 
Monday, April 13, 1987 
The committee met at 10:05 a.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: We will commence the hearings again on Bill 170. The 
linister would like to make a few remarks before we start. 


Mr. McClellan: I am sorry, but I thought we had an agends. I assume 
what the minister wants to do is to try to retrieve the position he blundered 
into on our last sitting dav. If we want to open the committee sittings up for 
lebate as to what our various positions sare on the matter, then I think that 
is an extremely discourteous thing to do to the eight deputations that have 
scheduled themselves to present before us. 


Also, I do not heve a copy of the Instant Hansard, which is not yet 
ivailable, so I simply register my own feeble protest about disrupting the 
Sroceedings. I assume the minister was brought into the Premier's office and 
saned on Thursday morning and he is trying to bail himself out. I resent his 
listorting our schedule to try to accomplish that. Maybe I am anticipating. 


Mr. Chairman: Minister, you are representing your party here. We 
nave a quorum, but you are both minister and the Liberal member here. I. 
wnderstand the point being made by Mr. McClellan. The transcripts Are going to 
oe available some time today. Do you know when? 


Clerk of “the ‘Committee: No. “Ll “will find out. 

Mr. Chairman: I guess the minister will have an opportunity to say 
hat he might otherwise say in the next few moments at the completion of the 
reneral Motors of Canada presentation. 


Mr. McClellan: I came here to listen to General Motors. 


Mr. Chairman: Would it be all right if we proceed and you will get 
rour point on the record when this presentation is over? 


Hon. Mr. Kwinter: That is fine. 


Mr. Chairman: From General Motors of Canada we have Mr. Stewart, 
jirector of government relations. : 


Ms. Wakefield: We also have Rick Wagoner who is our vice-president 
and general finance manager. Mr. Stewart is on the end. This is Maureen 
‘empston-Daerkes who is our general director of corporate affairs, and I am 
Tayce Wakefield, senior staff assistant, government relations. 


Mr. Chairman: Please proceed. 
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GENFRAL MOTORS OF CANADA LTD. 


Mr. Wagoner: We are pleased to have a chance to address the 
committee today and we would like to start with a formal statement. 


A major crisis looms for the North American auto industry as we approach 
tne end of this decade. North American supply capacity is projected to exceed 
15 million units ver annum while demand should be limited to I2-mrllion units. 
This excess capacity of three million units is the equivalent of the output of 
10 assembly plants. The federal government predicts that this overcapacity 
could result in the loss of up to 40,000 Canadian automotive jobs, primarily 
in Ontario. As vehicle manufacturers are forced to close assembly plants, this 
figure could go even higher if Ontario is no longer a competitive location to 
build vehicles and components. 


Assembly plants across North America compete with each other for the 
opportunity to build vehicles. A key component in the competitiveness of each 
plant is its labour costs. General Motors of Canada employs more than 40,000 
people in Ontario, and at $1.6 billion in 1986, the GM of Canada payroll was 
almost 10 per cent of total sales. 


Since 1980, GM of Canada has invested or committea to invest nearly $7 
billion in Canada, most of it in Ontario, to put in place the building blocks 
for the future. One of the reasons General Motors has pursued such an 
aggressive investment program in Ontario is this province's superior 
competitiveness with other North American jurisdictions in labour costs. 


General Motors of Canada-enjoys a significant advantage -in per-hour 
labour costs over American assembly plants. Much of this is attributable to 
exchange rates. However, since the beginning of this year, the strengthening 
of the Canadian dollar has narrowed the spread between US and Canadian hourly 
automotive wage rates by about $1 per hour. Thus, we cannot rely on exchange 
rates alone for our competitiveness. 


General Motors of Canada currently has more than 11,000 pensions in pay. 
We provide a noncontributory defined-benefit pension plan for all our hourly 
rate employees. This plan currently provides a flat benefit of from $22.05 to 
$22.80 per year of credited service. The pension plan also provides for an 
early retirment supplement of $18 per month per year of credited service, up 
to a maximum of $540 per month, as well as a voluntary retirement at any age 
with 50 years credited service with a guaranteed monthly benefit of $1,205 ron 
current retirees. 


GM of Canada salaried employees’ retirement program consists of a part A 


plan that is generally the same as the hourly rate pension plan and an 
optional contributory part B plan. 


Pension benefits continue to be an important item of negotiation for 
General Motors of Canada and the Canadian Auto Workers. 


OU 


With regard to Bill 170, we have a few comments we would like to pass on. 


General Motors of Canade recognizes the need for reform of the 
legislation governing employer-sponsored pension plans in Ontario. Although we 
will incur significant cost increases, General Motors of Canada supports the 
thrust of Bill 170 to provide the key elements of the federal-provincial 


CHg 


pension consensus including enhanced portability, greater disclosure and 
earlier vesting. 


The cost increase to General Motors of Canada of bill 170 is actuarially 
estimated at Vyoner million annually or more than a 15 per cent increase over 
current funding requirements. This represents a six-cents-per-hour increase in 
hourly labour costs based on actual hours worked in 1986, and $500 for each 
salaried employee each year. This increase amounts to more than ou per 
vehicle produced by General Motors of Canada. 


While we are in support of the thrust of Bill 170, we offer several 
suggestions to improve the bill that are covered in our written submission and 
will not be reviewed in detail right now. 


In summary, GM of Canada supports the government of Ontario's initiative 
enhancing private pension plans and we believe bill 170 should be passed into 
law as quickly as possible with only the minor amendments we mention in our 
submission. 


With regard to inflation indexation, we understand there has been some 
discussion of amending Bill 170 to include mandatory inflation indexation. 
This was not an item of the federal-provincial pension consensus and should 
not be included in Bill 170. The task force established by the Ontario 
government to review the issue should be allowed to complete its mandate. 


Inflation indexation would prove extremely costly to General Motors of 
Canada and would eliminate our competitive advantage in labour rates versus 
General Motors’ American plants. We believe the bottom line net impact would 
be a substantial loss of assembly and parts production jobs in the key 
automotive sector in Ontario. 


Actuarial estimates indicate that the cost increase over General Motors 
of Canada's current plan funding requirements of 100 per cent inflation 
indexation is $321 million in the first year, with similarly massive cost 
levels throughout the life of the plan. The $321 million is a cost increase 
over our current plan of 611 per cent or almost 20 per cent of total payroll 
costs for General Motors of Canada's more than 46,000 employees. Eased on its 
1986 Canadian car and truck production, $321 million represents a cost 
increase for GM of Canada of $444 per vehicle, or $532 when federal and 
provincial sales taxes are applied. 


Cost increases over current plan requirements for 60 per cent inflation 
protection are estimated at about $140 million or an increase of 265 per cent. 
This represents an increase of $193 per vehicle, $1.42 per hour for every 
hourly worker or $7,500 per year for every salaried employee. 


Based on 1986 sales of $18.5 billion, General Motors of Canada was once 
again the largest company in Canada. However, our net profit of $418 million 
would have been virtually eliminated by the cost increase of inflation 
protection of pensions. 


One out of every six jobs in Ontario is directly related to the 
automotive industry. Our industry is highly cyclical in nature, but General 
Motors of Canada has posted a net loss in only one year since 1980. If we had 
been required to provide 100 per cent inflation protection in every year since 
1980, we might have posted losses in as many as five of the six years. 


North American vehicle producers are in a competitive battle with 
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offshore producers with extremely low labour rates. Inflation indexation of 
100 per cent is projected to increase the compensation levels of our employees 
by about $3.57 per hour or almost $13,000 for each salaried employee each year. 


New automotive producers from offshore locating assembly plants in 
Canada already have a substantial cost advantage over the North American 
producers that have been committed to this country for more than 70 vears. The 
new producers have much younger work forces and no existing retiree 
population. Thus, their pension funding costs are substantially less than the 
traditional North American producers’ costs. They also retain the flexibility 
to offer defined-contribution pension plans or some other form of retirement 
income because they have not yet established their plans. Avoiding the burden 
of indexation would only further widen their cost advantage at a time when 
North American producers are competing for their economic survival. 


In the virtually no-growth North American auto market, the sales gains 
of the offshore producers will be at the expense of the North American 
manufacturers. Unlike the offshore producers, the North American assemblers 
source from Canadian and United States suppliers. It is estimated that there 
are two to three supplier jobs for each North American automotive assembly 
job. Any unnecessary cost advantages for the offshore producers will place 
these North American jobs in jeopardy. 


We believe that inflation indexation will widen the gap between rich and 
poor in our society and will do nothing to help the 60 per cent of Ontario 
workers who are not covered by private pension plans. Companies such as 
General Motors of Canada that provide substantial pension benefits to its 
employees will incur the largest increases as their relatively high benefit 
levels are further enriched, while workers in other industries with meagre 
private pension benefits will be significantly less advantaged. The majority 
of workers in Ontario with defined-contribution plans or no pension coverage 
at all will be worse off in comparison with other workers. Inflation 
indexation is a serious impediment to economic equality in our society. 


Few organizations will be able to afford defined-benefit pension 
coverage for their employees if it includes mandatory inflation indexation. 
Instead, they will provide defined-contribution benefits or no pension 
coverage at all. Some employers may choose to relocate production to 
jurisdictions where they can adequately provide for their employees’ 
retirement at a reasonable cost. For General Motors, the decision on which 
assembly plants to close in the face of growing overcapacity will be directly 
affected by mandatory inflation indexation. 


In summarizing, the many positive aspects of Kill 170 should be 
implemented into law as quickly as possible. However, we urge you not to amend 
bill 170 to include inflation protection. While we do not support the concept 
of mandatory indexation, we believe the government did act responsibly when it 
established its three-person Task Force on Inflation Protection for Employment 
Pension Plans with a one-year mandate to study and make recommendations on 
this complex issue. This task force can provide focused analysis of the 
various aspects of these issues, including the cost impact on the numerous 
types of pension plans and the implications of tax reform. It would be 
irresponsible for your committee to introduce indexation amendments and Bayt 
170 without having had the benefit of an in-depth report of the task force. 


This concludes our formal comments. Thank you. 


Mr. McClellan: The figures General Motors provided on pension 
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legislation costs are shown on a table. Can somebody from the GM delegation 
answer a few questions about these figures? Are the projected costs of 
inflation protection at the three rates shown, 50-per cent, 60 per cent and 
100 per cent, the costs of covering future retirees or do these include the 
costs of covering current retirees as well? 


Ms. Wakefield: It includes pensions and pay, as well as future 
benefits. 


Mr. McClellan: What is the base for the current retirees? When you 
are working out your increased costs, is the base you are taking the pension 
people received at the time of their retirement? 


Ms. Wakefield: No, it is current amounts received. 


Mr. McClellan: So that would include ad hoc sdijustments to current 
retirees’ pension rates. 


Mr. Stewart: To take them to the position they are in now. 


Mr. Wagoner: It is based on today's payout level, adjusted for 
future ianfletion, 


Mr. McClellan: I understand General Motors does negotiate ad hoc 
inflation increases. 


Mr. Wagoner: That is correct. It is part of our regular negotiation 
process. WB 
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Mr. McClellan: I am sure you will not be surprised that I spent some 
time talking to some folks at Canadian Auto Workers. They will be making their 
own presentation here on Wednesday morning; but as a result of collective 
bargaining, CAW retirees do get regular inflation increases, regular inflation 
protection. 


Mr. Stewart: Eut they sre a matter of negotiation. 
Mr. McClellan: Of course. they are. 


Mr. Stewart: We can only agree to make increases in negotiation 
years if we have the funds to do it with. 


Mr. McClellan: We are interested in looking at what happens to CAW 
retirees over time because we are talking about the work force of our largest 
corporation, represented by our strongest trade union. 


I understand that retirees who retired in the 1970s--I do not have 
average figures; they were not available--but it looks like they would be 
protected up to a level of 60 per cent of the consumer price index. Is that at 
least 8 reasonable estimation of the ball-park range of inflation protection 
that has been granted through collective bargaining? 


Ms. Wakefield: That is an approximate estimate, yes. The important 
point is that it has not been necessarily an automatic thing that has occurred 
in every vear. Certainly, it has been negotiated with our employees. 
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Mr. McClellan: If I gave you some figures--somebody who retired in 
January 1974 has had an increase in his pension of 90 per cent; somebody who 
retired in January 1975 has had an increase in his pension of 65 per cent; 
somebody who retired from General Motors in 1977 has had an increase, through 
the collective bargaining process, as an inflation adjustment of 60 per cent. 


Mr. Stewart: The key thing to understand, though, is the difference 
between an ad hoc adjustment and the cost implications of that as we move 
forward versus the cost implications of mandatory indexation. Under the system 
of ad hoc increases that we have made, yes, we have in fact made improvements 
to pensions in the order of 60 per cent of CPI over time. 


You have to understand that it is a cyclical business we are in. There 
are certain years when we are not in as strong a financial shape as others, 
and in those years we sre just not in a position to make the improvements. 
That is the first thing. The second thing to understand is when we make 
improvements on an ad hoc basis, we are making an adjustment, making a 
commitment to our employees and funding it from that point onwards. 


That is in total contrast to what would be required under mandatory 
indexation. We would have to make calculations now about the rates of 
inflation going out for many years until people retire and then after they 
retire, the lifespans of those people and funding for that. What that does is 
impose these massive upfront funding costs for us. When we talk about this 
$321 million cost increase in year 1 and similar amounts going forward for | 
many years to come, that is because we have.to put all that funding up front 
in those early vears. 


That is coineident with the situation that we are in here now of being 
in the most competitive time in our industrv. ‘For us to go through that wovld 
be absolutely devastating. 


Ms. Wakefield: I-- 


Mr. McClellan: 2.do not.mean to cut you off -but,-since thie relates 
to the basic inflation protection you have given to your workers, I understand 
that in the presentation you made to the federal parliamentary committees 
studving pensions you indicated--this is information that has come to me at 
second hand, through CAW, and I may have got it wrong--that between 1973 and 
1983 the General Motors pensions increased 82 per cent. Does that sound right? 


Mr. Stewart: That looks about right, yes. 


Mr. McClellan: This is where I fall off the train. You are telling 
us that if we have 100 per cent CPI, we are going to have to close down 
plants. We are permitting an economic Armageddon that would destroy the 
economy of Ontario. 


I do not think that is a fanciful way of describing the kind of impact 
that you are predicting here when you say things like, "The decision of which 
assembly plants to close in the face of growing overcapacity would be directly 
affected by mandatory inflation indexation." At the same time, vou have 
indicated that vou have been able, on a cyclical and ad hoc basis, I agree, 
through the collective bargaining process, to absorb pension increases of the 
level of 82 per cent. 


I am sorry, but for the life of me I do not understand why it is beyond 
the wit of General Motors, the Canadian Auto Workers, the Ministry of 
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Financial Institutions and the Pension Commission of Ontario to devise a 

system of inflation protection that is cyclical, that takes into account ups 
and downs and does not impose all the costs on a front-end-loaded basis, but 
actually does provide for inflation protection over time on a rational basis. 


Since you have demonstratively been able to afford these kinds of 
increases in the past, I do not understand why you are predicting the economic 
end of the world if we do it now on this more systematic basis. 


Ms. Wakefield: To illustrate graphically, I can: pull up a chart. We 
had our actuaries do an analysis of the comparison of the difference between 
ad hoc, which is the lower line steadily increasing. and the acauirement of 
mandatory inflation indexation. 


A substantial proportion of that difference is because of the 
reauirement to fund any obligations within 15 years. We have to understand the 
gitterence in those first five or 10 years, particulerly in the Fieht %f “the 
competitive situation we face. That difference in cost that we take up front 
is frightening to us at this point, knowing the competitive battles we face. 
When we have no control over inflation, it is elso problematic for us to 
commit to alwavs being able to provide and track that. 


Mr. Wagoner: If I can supplement that, you mentioned 80 per cent and 
60 per cent. In fact, the specific percentage depends on the year you start 
and the year you finish. Over history, you will find that the percentages have 
varied, and the negotiations basically reflect the tone of the environment as 
foreseen by the auto industry and the union. It is a negotiated process. 


As for your concern about our statements regarding plant closings, I 
think you are all aware that we have recently announced 10 plant closings in 
the United States. These were motivated by analysis of the technology level of 
the plants, the quality levels being produced and, of course, the costs. We 
are talking here about a potential 2O per cent cost increase versus an assumed 
level of correction, on an historical basis, of some 60 per cent. We will be 
sitting down with the CAW in a few months to negotiate our contracts and we 
will be arguing considerably about issues that have much lower cost than that. 


I hope you understand the significance of a one-shot increase like that, 
paricularly in a time period where we are in the situation of spending over $1 
billion this vear in capital expenditures. Earnings are under pressure, 
because we are beginning to see the first hints of this oversupply situation. 
I am sure you have noticed in the paper almost on a regular basis throughout 
the last year and a half substantial incentive programs to sell vehicles. 


Labour cost is a tremendous input, and a 20 per cent increase off the 
hand and going into a negotiation process would be a tremendous factor in 
deciding where we should locate our future production. 


Mr. McClellan: I know time is at a premium, Mr. Chairman. Maybe it 
would be helpul if General Motors were able to provide the committee with 
information, going as far back as it has data for current retirees, about how 
many of its current retirees have inflation protection, what the average rate 
of inflation protection would be for CAW retirees, what percentage of current 
retirees have inflation protection at what rates, how many are protected to 
the level of 50 per cent now, how many sre protected to 60 per cent now, how 
many sre protected to rates more than that and how many are protected to rates 
less thanethat:s 
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Mr. Stewart: Again, we say that misses the point in the sense that 
each time there is an improvement it resulted from negotiation, and what we 
are funding is that agreed-upon improvement. We are funding that over a period 
of time. What we are not funding for is future inflationary increases, because 
what will happen is that we will negotiate an increase--pick a year--in 1984, 
and then in 1987 we will look at it again and we will decide, through ovr 
negotiations with the CAW, whether there is room to meke a further improvement 
based on our profitability and other competing objectives that we and the 
union may have in our negotiations. 


The key point, though, is that with mandatory indexation, you are 
funding what you are going to perceive to be inflationary increases over time, 
and that is what pounds in the excessive cost. So even if we-- 


Mr. McClellan: Yes, but vou are-- 


Mr. Stewart: No, let me finish. Even if we provided you with those 
figures--sure, they sre going to show over time that there has been a level of 
improvement of something in the order of 50 per cent to 60 per cent, but that 
is historical information. It does not presume what inflation is going to be 
in the future and it does not require us right now--we have not agreed with 
our union to, fund for anflation-ecoing forward, and that.as, the thine that 
drives up the cost. No matter what mechanism of indexation protection you want 
to devise, you are still going to end up funding for inflation, and that is 
going to drive up the cost in those early years of the plan. That is when we 
say we can least afford it. 


Mr. McClellan: Sure, but the historical evidence, which is the only 
evidence that counts, indicates that you have been able to afford, if I may 
say so, very generous levels of inflation protection. I can understand why you 
are reluctant to take that out of the bargaining process and put it into 
legislation, but generous levels of inflation protection have not put General 
Motors behind anybody's eight ball. 


Mr. Stewart: But they have done it on an ad hoc basis. That is the 
key point. 


Mr. McClellan: What makes them do it on an ad hoc basis? That is the 
key point. You have been able to afford to do it. That is my point. You are 
saying: "Yes, we have been able to afford to do it, but if we are required to 
do it in the future, it is going to put us out of business. We are going to 
have to shut down all these plants, lay off all these workers and buy Japanese 


cars. 


Mr. Wagoner: If you look at the historical data, which are all we 
have, they do tell one story, but I think there is no question that if you 
look at our inflation-protected earnings at General Motors, we have been 
heading in the wrong direction for a good long time now. 


In fact, with this issue that I have tried to emphasize, the 
overcapacity situation in North America--which is, by the way, the only 
profitable auto market among the major ones in the world now--we do not expect 
the luxury of having the ability to pass on cost increases like pension cost 
increases in our pricing as we did in the past. We are under much more 
pressure now to have every penny of cost fully justified and fully committed 
to improving the quality and output situation. Therefore, to take the past and 
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project it forward in an industry like ours that is under pressure would be 
potentially difficult for us. 


Ms. Wakefield: Could I draw vour attention back to this chart to 
indicate once again the significant gap between the cost of ad hoc inflation 
indexing and mandatory inflation indexing. You have to understand that looking 
at it historically, vou track the bottom line; the steadily increasing line is 
actually in the middle on that. What you are proposing in mandatory indexation 
is to drive up costs immediately in the order of--vou can see the difference 
on that charts; $250 nrieion@or so-=$ 521 million for the upcoming years and 
steadily increasing. That is where we say we have our problem. 


Mr. McClellan: That is a good bargaining position, and if you could 
get away with that at your next round of negotiations with Bob White, more 
power to you, but it makes an assumption that you are not going to do in the 
future what you have historically done in the past. 


Mr. Wagoner: No, the line on the bottom assumes that we have done 
the 60 per cent adjustment that you yourself used. 


Mr. McClellan: Yes, for the current retirees. 
Mr. Wagoner: For all. 
Ms. Wakefield: For those upcoming into pensions. 


Mr. Stewart: That is the key difference. You can see what we have 
done historically, and that is the mid-line, and you can see what mandatory 
indexation does. That is the difference. 


Mr. Wagoner: It is:also appropriate here to interject the fact 
that--we mentioned this competitive situation. We have three or four new 
assemblers here in Canada, assemblers that are not providing the level of 
content and jobs that we and our North American competitors are. These people 
have committed to some sort of post-retirement income plans, but they are 
specifically waiting to see how this legislation comes out before they decide 
if they go to a defined-benefit or defined-contribution plan. 


A defined-contribution plan skirts the whole issue. Therefore, it seems 
to us what this legislation would do is to load the burden on the companies, 
like General Motors, which have been most protective of their employees in the 
past. In that sense, it seems somewhat unfair to us that, essentially, the 
legislation, as we have said in our analysis, will make the rich richer and, 
relatively, the poor poorer. 


Ms. Wakefield: It seems to me to be a real shame that by legislative 
inflation indexing, you are legislating winners and losers in the automotive 
market. 


Mr. McClellan: You are taking the same position the minister takes 
on this issue. You could always advocate a major expansion of our public 
sector pension programs, the Canada pension plan and old age security, if that 
was your main concern. The impact of what you are saying is that if business 
remains intransigent about its refusal to index private sector pensions, then 
there will be no interest in maintaining private sector pensions. 


That is the political reality I think you are not recognizing. That 
would be fine by me, but people in this country are not going to say, "The 
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costs of inflation are going to have to be borne by the retirees." People will 
nolL ACCeDt tha. 


Mr. Stewart: The problem, Mr. McClellan, is that it is only a small 
portion of Ontarians who benefit from defined-benefit programs. An 
organization such es the Financial Executives Institute Canada has done 
studies that indicate that of its membership, the majority do provide, on an 
ad hoc basis, significant improvements to the pensions of those people; but 
what we are talking about is a small group in society, under 40 per cent. It 
is not doing anything for the people with either defined-contribution programs 
or no programs at all. 


We suggest that the thrust should be to implement into law as quickly as 
possible the good things that are contained in Bill 170, and then to start to 
focus on how you voluntarily increase pension coverage to a greater percentage 
of people in Ontario so that more people can benefit from these things. What 
you. are doing; as Mir. Wagoner said, is. making, in effect, the rich richer and 
the poor poorer. I do not know how you get around that with this kind of 
proposal. 


Hon. Mr. Kwinter: I would like to respond to a comment that was made 
by Mr. McClellan. 


Mr. McClellan: You get to read your statement now. That is why I 
threw that little tag before you. 


Hon. Mr. Kwinter: No, I think what you are doing is misrepresenting 
our positaons. 1 and my government are committed to mandatory inflation 
protection.: 


Mr. McClellan: That is not what you said-on Wednesday. 


Hon. Mr. Kwinter: When you see Hansard, vou will see that is exactly 
what I said. The only difference--in some cases, we agree with General Motors 
and with the Ontario Chamber of Commerce, but we also disagree with them. We 
agree with their statement that they do not want mandatory inflation 
protection ineluded an Bild) 170.. They want «to wait iuntid the tack force 
reports, and we agree with that. 


The reason we have that task force is that we are committed to mandatory 
inflation protection. Where we disagree is that both the Ontario Chamber of 
Commerce and General Motors have said they are opposed to mandatory inflation 
protection, period. We are saying we support it, but we do not want it 
included in Bill 170 until the task force reports. That is our position. 


Mr. McClellan: Nobody believes that after your performance on 
Wednesday. 


Hon. Mr. Kwinter: When you read Hansard, if you can read any other 
interpretation of it, it. will, be interesting. 


ir. sieClelian: You let the cat out of the bas on Wednesday—- 
Hon. Mr. Kwinter: Only in your-mind. 


Mr. McClellan: --and now you are running around trying to catch iG 
bint tases: too. verte. 
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Hon. Mr. Kwinter: Only in your mind and in the mind of one other 
person. 


Hr, Hecrerlans* lainow: it as°a Conspiracy . 





Ure Guangous sow Can Vous beet or it and against it? 





Hon. Mr. Kwinter: Let me explain that, so vou understand. We are in 
favour of mandatory inflation protection. We are not in favour of including it 
in Bill 170 until the task force reports, to make sure it can be implemented 
in the most expedient way that will work. That is the basic difference. 


What is happening is that Mr. McClellan's position is: "Do not worry 
about what the impact is going to be; just put it in. We will worry about it 
later." What we are saying is that we have a commitment to mandatory inflation 
protection; we have a task force out there that is looking st the implications 
and the ramifications; and until it reports, we do not want to include it. 
Until they report and tell us how to implement it--their mandate is to tell us 
the most expedient way to do it--we do not want to include it. Once they 
report, we will address it. 
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Mr. MeClellan: -Surervyou wills 


Mr. Lane: The first paragraph of the brief, the introduction part, 
mentioned that, "A major crisis looms for the North American sutomotive 
industry as we approach the énd of the decade." You talk ebout "an excess 
Capacity of 3 million units." Is that a fact of life or is there any solution 
to the situation? Is that going to happen regerdless or is there a way around 
ate 


Mr. Wagoner: Ovr recent action in closing down 10 facilities in 
North America indicates our belief that it is something we are going to have 
GO deeLs witon . 


Mr. Lane: So really when we hear about a new company opening up 2a 
new plent, we should not be celebrating all that much? 


Mr. Wagoner: That is correct, particularly here in Canada where they 
have committed to much lower levels of Canadian content than we apply 
ourselves. 


Mr. Lane: Further on in that same paragraph, vou sre talking ebout 
"As vehicle manufacturers are forced to close assembly plants." Apparently 
wnat you-ere caving 1s that, 16! a fact of Jafe. 


Mr. Wagoner: That is right. 


Mr. Lane: If inflation indexation is part of the system, that 
becomes even a greater fact of life, is that it? 


Mr. Wagoner: That is correct. We are doing all we can, as General 
Motors of Canada, to ensure that our plants are competitive from a4 
technological standpoint. We have made some big steps in several plants in 
improving our qualitv, and we need to continue in this area. But if you come 
in and increase my labour costs by 20 per cent up front, in all honesty, it 
has got to have an impact on deciding what plants should be closed and where. 
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Mr. Lane: I would like to think that there would be a solution to 
this overcapacity, but you do not see that? 


Mr. Wagoner: If you look at Furope as a good example, over the past 
five vesars or eight veers you have seen tremendous profitability pressures and 
the reason is basically what we have here. It is substantial. While the market 
has grown at a slow rete, the capacity has increased by leaps and bounds on 
account of various circumstances and the result has been that dramatic 
restructuring in the industry is going on now. You have seen some plants close 
there and I think you will see more there. 





Now we are moving into a different phase. All these people who have 
built plants in Europe and in Japan--if you look at their installed capacity 
versus the domestic market demand, thev export over 50 per cent to 60 per cent 
of what they make in Japan. If you look at places like Brazil, where they are 
starting now to export to the North American market, everybodv is taking this 
excess capacity that they have and aiming it into North America. 


I am not sure if five or six vears ago we foresaw the situation that we 
are in right now, but we are in the battle of our lives right now. We are 
doing what we can, working with suppliers, a lot more co-operation with our 
dealers. With regard to the union, we are trying to do what we can to improve 
our efficiencies in the plant. We are making a lot of investments in Canada 
because we think we can get the return. 


But we have to be honest in saying that we did not make those 
investments on the assumption that our costs were going to increase 20 per 
cent. because of an inflation indexation for pensions. Certainly, as Mr. 
McClellan correctly indicated, we have made ad hoc adjustments in the past, 
but in fact those were part of the negotiating process, part ,of. tne 
give-and-take process, ss you know. Second, they were done on a basis that we 
felt we could afford and, evidently, in a manner that was, at least at that 
point in time, acceptable to the union. 


Our problem with this proposed amendment to Bill 170 including inflation 
protection is that here we are--and I think Mr. McClellan agreed that we have 
done a pretty good job, considering everything, in covering our retirees, 
certainly vis-a-vis the grand majority of society here. Yet we are the kind of 
people who get hit worst by this bill. 


Ms... Wakefield: If I can just add to that; the initiative that 
concerns us greatly, anticipating high costs from mandatory inflation 
indexation, is it not only means that you potentially lose substantial GM of 
Canada assembly jobs, but because we have such high Canadian content levels in 
our products as compared to the new manufacturers, which probably will not 
incur the same kind of cost increases from inflation indexation because they 
have the option to put in place plans that will not be affected, for everv 
asssembly jo0bd that you lose at GM of Canada, you probably lose two or three 
parts jobs. What you are doing by adding cost to us and not to our competitors 
is driving a whole load of jobs out of our society. You are exporting a lot of 
parts production jobs to wherever the sourcing is for those new plants, which 
is not generally Canada. 


Mr. Polsinelli: Unlike Mr. McClellan, I sometimes have O15 ts) Sua 
understanding what I am told sare relatively simple concepts. Perhaps the 


delegation today would help me understand one simple concept. 


Members of this committee know that when we are talking, for example, 
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about Workers’ Compensation board benefits, prior to last year the board used 
to make ad hoc adjustments to the payout of those benefits. The sd hoc 
adjustments generally were along the lines of the consumer price index. If you 
trace the adjustments that have been made over the past 10 to 15 years, they 
have generally kept up with the CPI. 


Last year, our government passed legislation mandatorily indexing the 
payouts to the CPI. What we discovered--actually, we knew it before we passed 
the legislation--was that the actuaries et the board advised us that the 
unfunded liability that the Workers' Compensation Board had almost doubled, to 
$5.2 billion. I guess it is tied to what “Mr. McClellan said earlier. Since the 
board had been making the adjustments over the past 10 to 15 years on an ad 
hoc basis, almost tving them to CPI, once we mandatorily indexed the pensions, 
the actuaries at the board told us the unfunded liability had doubled. 


I would like to see whether I can get the answers to two questions. One, 
Ps where.4 IN ract «<armnmiunded Liability ,.or ns) this en actuarial fantasy? Is 
an unfunded liability really created? Is there a present day cash requirement 
to meet that future contingent liability? How would that affect your plan? 
Would your plan be in a situation of having an unfunded liability to carry 
your future commitments? 


Second, if that were the situation, how would your added expense be 
funded? I am not quite sure whether you have answered that. If not, would that 
be funded through an increase in employer contributions, employee 
contri butions: or, both? 


Mr. Wagoner: As far as I can inform you, based on our current 
requirements as negotiated with the union and therefore as we perceive our 
current pension liabilities, we are basically in a funded position, not 
overfunded, not underfunded. Given the magnitude of the funds involved, which 
are in the order of $1.5 billion, as: DL recall) it, we are within a, per centwor 
two of being fully funded. 


If you were to come in today and say 100 per cent inflation protection 
for the future, we would have the kind of liabilities we showed on our chart 
to correct this shortfall over a period of 15 years. It would be an additional 
cash outflow to us in the order of $300 million to $350 million a year. Why? 
This is because we do not currently fund to pick up future increases that are 
not negotiated in our contract. With this law, you would tell us: "Not only do 
vou have to fund what you owe today, but also you have to fund under the 
assumption that there will be future inflation. You need to put in enough to 
cover that until the employees retire." 


This is basically the reason, or one of the reasons, for our increase in 
cash out-of-pocket in the order of $300 million per year. 


Mr. HPolsinelia: af may justrantersect Tor a, second, you are 
talking about the ongoing additional cash requirements of $300 milion co $350 
million a year. If you look at the plan today, in terms of your existing 
liabilities, would there be an immediate requirement to meet your existing 
liabilities? From a funded position, would you automatically go into an 
unfunded liability position? 


Mr. Wagoner: Yes, if the law were passed. 


Mr. Polsinelli: If you look at the compensation board, its unfunded 
liability--if I can recall the figures--went from $2.5 Dillion to aie. billion 
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once the legislation was passed because of the actuarial reauirements. Would 
you be in a similar situation? How much of a shortfall would you now have if 
legislation such as this were passed? 


Mr. Wagoner: We would be in a shortfall. As far as the present value 
amount that we would have to put in todav, I do not have that number. We have 
assumed, 3ccording to what we understand the law will be, that we would 
comrect that) ehortisiis over, Lo years. in doine Sso,- thav 1sswnere.twhe cost, 
plus the future indexation requirements, would give us $300 Miebiel Of -a, year want 
we had to pop in the whole amount today, I do not know what it would be, but I 
would give a guess of--I cannot give a guess. It would be a substantial 
amount, well in excess of $300 MPV GON. 


In your question, you ask how that would be funded. Essentially, it 
would be an additional funding requirement on top of our $1 DI LMOn. Of capital 
expenditures. We are, right now, for the first time in several years, ina 
fairly significant borrowing program, so this essentially would be layered 
right on top of our borrowings. 
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Mr. Polsinelli: Would you be funding it all or would there be an 
increase in employee contributions? 


Ms. Wakefield: Our plans are currently noncontributory. 
Mr. Wagoner: We fund it all, yes. 


Ms. Wakefield: --or else, have to have some conversation with our 
emplovees. If vou would like, we can consult with our actuaries and try to get 
a good answer for the amounts and magnitude of unfunded liabilities. 


MY FOlSinel Lin, es.-.1 think thet would be helpful. But. the other 
part of the question was really, "Is this really an actuarial fantasy that we 
talk about, this unfunded liability?" Because, if we look at the track record, 
as Mr. McClellan had been pointing out, in terms of your track record and in 
terms of the government's track record dealing with Workers' Compensation 
Board benefits, they have substantially kept up with the cost-of-living 
increases. 


Yet, the moment that you formalize that arrangement, the actuaries will 
come out and say, "Here is your unfunded liability." In my mind it seems a 
little bit difficult to grasp that, all of a sudden, you have a $0 billion 
commitment, whereas, two minutes ago you did not have, even though vou had 
been doing exactly what the law would tell you to do. 


Mr. Wagoner: I think the answer would be in our case that, if the 
law passes, it is a commitment. As it is now, it is something that we will 
negotiate over time and we may pick up 60 per cent of inflation for the 
future, and we may not. It is not a defined liability for sure, and therefore 
we do not have to fund for it. 


If the law comes in, it is defined 100 per cent. We make projections 
with our actuaries as far as inflation, yield and things of that sort and 
boom, that is how much vou owe. It seems, on the surface, a bit elusive, but 1 
think, af wou get mto cid. 3t as lnremiy olear. 


“Mr. Stewart: In fact, it is not elusive, because there you have the 
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commitments made that you are going to be funding for this over time, and the 
law requires you, in a specified way, to do that funding. It is not elusive at 
all; it is very much real. If the law were not there, as currently 
constituted, requiring you to fund your unfunded liabilities, then we would be 
in a real jackpot with pensions over time, so that is a very good aspect of 
the current law that reauires those levels over the 15-year period. 


Ms. Wakefield: That is why we say it is important for us to be 
allowed to maintain the flexibility to negotiate with our employees what the 
appropriate increase is on an ongoing basis, that it should not be legislated 
for us, that it is more appropriate with the subject of negotiation between 
the parties. 


Mr. Polsinelli: Thank you. 


Mr. Lupusella: On page 9 of your presentation you emphasize the 
principle that, "We believe that inflation indexation will widen the gap 
between rich and poor in our society, and will do nothing to help the 60 per 
cent of Onterio workers who are not covered by private pension plans." I agree 
with such a statement. It is true. 


But if we can talk a little bit about the remaining 40 per cent; 20 per 
cent, I guess, are employed in the private sector and 20 per cent by the 
public sector. Am I correct or am I wrong? 


Mr. Wagoner: I am not sure we have that figure. 


Mr. Lupusella: Okay, let us talk about this magic figure of 40 per 
cent, which would be covered by private pensions. Through the ccurse of your 
presentation, of course, you emphasized the principle of the total cash 
reauirement which you need, in relation to the principle of inflation 
indexation. You were talking about all the millions of dollars that you are 
reauired to spend to comply with the principle of the legislation. 


Did. yourco any study. to, tind, out .anstesd of talking sbout Ss wotal 
amount of money required by bill 170, how much is the increase on the sverage 
private pension which the worker will be entitled to when he will apply, and 
also, the average amount of the pension which the retiree is going to require 
to the time when he will apply to get his pension? Do you have this detailed 
information, rather than talking about the total cash requirement which is 
reauired to comply with Kill 170? 


Mr. Stewart: I guess, Mr. Lupusella, from our position all we can do 
is analyse our own plan and make our own actuarial estimates there. As we see 
it, the situation is that there is a wide variety of plans for varying levels 
of benefit in each plan, and each plan will have its own unique costs 
increase. So, you cannot get ones that are homogeneous, a sort of typical plan 
and then try to work out some typical average costs. 


That is where we see a need for this pension task force to do some 
further studv. Nobody has really got into that. You see ball-park figures 
kicked around and then you see our figures, based on our specific plan, and 
you see the massive increases involved. We think you need to get right at the 
heart of a whole series of plans to get good, solid figures. Then, from that, 
you can start to determine what, if anything, you can do. 


Mr. Lupusella: Well, I appreciate your answer. I know that it is a 
very complicated field to get into each private plan and to come out with 
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these particular figures, but if you have these figures regarding employees at 
General Motors, at least, they can give us a general guideline about the basic 
pension pian for which the retiree is going to apply and what inflation 
indexation means, if it will be applied on that particular plan. Will you 
provide members of this committee with this particular request? 


Mr. Stewart: There is a whole other aspect; that is, the whole issue 
of tax reform. Nobody has had a chance to consider what implications that will 
have for private pensions and this whole issue of mandatory indexation. We are 
not going to have the benefit of knowing where the federal or the provincial 
government is going on that for I do not know how many more months to come. 


We feel it would be not prudent to move on the whole issue of inflation 
protection now, not only for all the other reasons we have given but also for 
the tax reform thing. You want to see the whole global picture of spending 
requirements for people, taxation requirements and the implications for income 
before you make any move at all on indexation. 


Mr. Lupusella: But if we are going to formalize the request on 
employees at General Motors, at least it is going to give me a general idea of 
what these increases will mean on the basic pension that will be granted to 
the worker who applies for this private plan. 


The reason I need that is that we have to deal with concrete examples, 
rather than getting involved in a theoretical, political explanation. This 
government is faced with $120 billion and the industries are sitting on all of 
this money. The political implication is that the government and industries 
are unable to release all these billions of dollars to the workers in Ontario. 
I do not think that is really giving the right political perspective; rather, 
it is exploiting the issue for a political purpose and nothing else. 


Before I go to the public to explain really whet the situation is all 
about, I need these figures, because I do not think it is responsible to 
accuse the government and industries of sitting on $120 billion and, because 
of the unwillingness of the government, all of this money is not given out to 
the workers. It is very insensitive and it is terrible. I need these practical 
examples so I can go to the public to explain the situation. 


Ms. Wakefield: If you look at page 1 of our submission, for example, 
it details how we pay out our pensions. I draw your attention to the third 
paragraph there which indicates that an employee who works with us for 30 
years now is guaranteed at least $1,205 a month. That should give you an idea 
of the magnitude of the benefit that we pay. 


I suspect that the majority of our employees who retire probably serve 
30 years or a substantial time. That would give you an idea of the base and 
you can figure from there, making your own assumptions on what the consumer 
price index would do, where those benefits would go forward under mandatory 
inflation indexation. 


Our point is that that is a reasonably generous amount compared to most 
private pension plans and the relatively small portion of people who are 
covered by defined benefit plans. One of the reasons that our cost increases 
were so much is that, because they are already compensated well, the 


percentage increase, if you will, will be more. That is really the point that 
we make there. 


Mr. Lupusella: Thank you very much. I came a little bit late and, 
actuellvy, I was unable to read this particular-- 
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Mr. Chairman: I wonder if we could conclude the General Motors 
presentation. We are running behind time, as you will note. Thank you very 
much for the presentation and the discussion that followed. 


1100 
Me. McClellan: before they leave, will it be possible to get the 
historical data I find so interesting and you find so irrelevant? 


Mr. Wagoner: Can we get back to you on that? 
Mr. McClellan: Yes, sure. 
Mr. Wagoner: We will do so. 


Mr. Chairman: The next presentation is from the Consumers' 
Associstion of Canada--Ontario by Tom Delaney who does not have any prepared 
material and who will be making a verbal presentation. Please proceed. 


CONSUMERS’ ASSOCIATION OF CANADA--ONTARIO 


Mr. Delaney: I would like to introduce Susan Beck who is the 
information officer of the consumers’ association, and express regrets from 
the president of CAC--Ontario, Barbara Beck, no relation to Sue. The 
consumers’ association had a very active weekend in the city of Toronto in 
which most of the active members were involved. They of course had to go home 
to look after their personal responsibilities and home life. 


At the outset, I should perhaps tell ‘the membérs that the time slot for 
our presentation this morning was decided about four o'clock on Friday evening - 
last. We have had a series of correspondence with the minister directly as a 
conseauence of the draft bill and have had some responses. Frankly, we felt we 
blew it as far as this committee is concerned and I express my apologies. 
However, I should get on with this. 


Perhaps I might preface my remarks by saying that unlike the previous 
group that appeared before this committee, the Consumers’ Association of 
Canada is a voluntary, nonprofit and nongovernmental organization with more 
than 150,000 members across Canada, almost 56,000 of whom reside in Ontario. 
The CAC has a long history of involvement in the reform of Canada's retirement 
income system as an independent voice representing all Canadians who have an 
interest in the private pension system by virtue of the tax assistance 
provided by both levels of government to plan sponsors and their members. 


CAC--Ontario welcomes this opportunity to express its views on Bill 170 
to this standing committee of the Ontario Legislature. Our overall view of 
Bill 170 is that it represents a major step forward because it addresses most 
of the serious shortcomimgs in the 1965 Pension Benefits Act. However, there 
are a number of outstanding issues that CAC feels have not been adequately 
dealt with. In this submission we shall concentrate on what we consider are 
the weaknesses in Fill 170 and make recommendations for its improvement. 


Perhaps I should mention that as soon as we can have this text, which I 
personally worked on all weekend, typed up and prepared, perhaps later today, 
and if not, at the lastest tomorrow, I will make sure that the members get a 
copy. 


The first issue I would like to address of course is the 
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pension-surplus-and-indexing issue, which was the subject of some discussion 
immediately prior to our appearance here. 


In our 1977 submission to the Roval Commission on the Status of 
Pensions, the CAC recommended that, "Excess interest earned on pension funds 
should be used to provide mandatory, ad hoc indexing to pensions and pay and 
to enhance existing benefits for plan members." by "excess interest" we mean 
any interest or capital gains earned in excess of the interest rate assumed by 
the plan to calculate its obligations. This interest assumption ranges from 
six to eight per cent in most defined-benefit pension plans, which, of course, 
cover over 90 per cent of plan members. 


We also recommended to the royal commission that pension surplus should 
not be used by plan sponsors to pay down their financial obligations to the 
pension plan. 


In contrast to the controversy surrounding pension surplus today, it is 
worth noting that we criticized the Ontario government in 1977 for making 
concessions to plan sponsors by extending the experienced deficiencies makeup 
period from five to 15 years. We find no specific reference to experienced 
deficiencies in Kill 170. In section 106, however, the commission or the 
superintendent is given authority to extend any prescribed time limit with 
respect to the administration of the bill. 


In a recent letter to the Minister of Financial Institutions (Mr. 
Kwinter), we restated our position on the status of pension surplus in the 
context of Bill 170. In the same letter, we also recommended consideration of 
an amendment that would provide greater flexibility to a retiring plan member 
with respect to indexing. This particular proposal would be revenue-neutral 
and would. be entirely consistent with the federal government's: reform of 
Canada's retirement income system. With more than one million Canadians 
changing jobs each year, it would add additional flexibility to the greater 
number of locked-in registered retirement savings plans that will develop as 
Ontario's pension reform matures into the 1990s. 


Therefore, the Consumers’ Association of Canada--Ontario recommends that 
Bill 170 be amended to provide pension plan members the option of selecting an 
actuarially reduced indexed pension payout with all or part of their 
entitlement when they become eligible for their pensions. 


This next issue relates particularly to survival benefits. The CAC 
applauds the drafters of Bill 170 for mandating actuarially reduced survival 
benefits that would guarantee 60 per cent of the basic pension to a surviving 
spouse, if any. However, there is a related issue in connection with section 
50 of Bill 170 that refers to variations in the payments of disabled or 
extremely ill persons. We feel this provision should be changed before the 
passage of the bill. 


To substantiate this proposal, let me say that we feel many employees 
forced into early retirement due to health considerations, particularly those 
with terminal conditions, should be guaranteed the option of selecting a 100 
per cent joint and survivor pension that would not reduce to 60 per cent 
immediately upon the death of the plan member. While under the 1965 Pension 


Benefits Act some plans do provide this option, most pension plans in Ontario 
do noi. 


In a case brought to our attention as recently as November 1986, a plan 
member aged 62 with 22 years' service in a pension plan was forced to settle 
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for 60 per cent survivor benefits on his deathbed. Under the terms of the 
plan, his spouse would have received only the refund of his contributions with 
interest of five per cent. Based upon her younger age, this refund of 
contributions would purchase an annuity of less than 36 percent of the’ plan 
member's pension entitlement. Thus, it was necessary for the patient to sign 
early retirement documents in order to guarantee his wife 50 DEY Cen Gidg nis 
pension. 


ao 





Before signing the documents, representations were made to the plan's 
sponsor, his employer, to allow the member to select an actuarially reduced 
100 per cent joint life pension that would have increased the survivor benefit 
substantially. The request was denied on the basis that the pension plan text 
did not contain this provision. 


In recent statements, the minister has indicated a willingness to 
consider any amendment to Rill 170 that is revenue-neutral. Actuarial 
reductions of benefits are indeed revenue-neutral to the extent that they 
require no additional funding whatsoever. Because the health and financial 
circumstances of each individual at retirement are uniaue, the Consumers' 
Association of Canada--Ontario recommends that retiring members of pension 
plans in Ontario be guaranteed the flexibility to select any stream of pension 
payments permitted under pension legislation in Ontario. 


The next issue we would like to address is part-time eligibility. Under 
subsection 32(3) of Bill 170, a part-time employee must earn 35 per cent of 
Canada's yearly maximum pensionable earnings for two consecutive years to be 
guaranteed access to Ontario's private pension system. The YMPE in April 1986 
was $25,800; 35 per cent of this amount is $9,030. This high earnings 
requirement will disqualify the overwhelming majority of part-time employees 
from access to the pension system in Ontario. 


The new 50 per cent funding rule that plan sponsors will be required to 
meet when the legislation comes into effect will be lost to more than 80 per 
cent of part-time workers, according to reliable estimates. Therefore, the CAC 
recommends that bill 170 be amended to reduce the percentage factor for 
eligibility from 35 per cent to 20 per cent, or $5,160 annual income for 1987. 
We urge the standing committee on finance and economic affairs to adopt this 
proposal and make the necessary changes before final passage of the bill. 


Termination and early retirement is the next issue I would like to speak 
to. Under subsection 43(1) of Bill 170, an employee who is terminated--and 
there have been a lot of them in recent years--or changes jobs voluntarily is 
entitled to require the administrator to pay the commuted value of his 
deferred pension in the form of a transfer to ancther pension plan if the 
administrator of the other plan agrees. That is one possibility. The second is 
payment into a prescribed retirement savings arrangement, and the third is to 
purchase 4 deferred annuity under which payments cannot commence earlier than 
10 years before normal retirement date. 


However, under subsection 43(3), an employee who terminates employment 
within 10 years of normal retirement age under the plan is denied the right to 
transfer as outlined above in subsection 43(1). We submit thet this 
discrimination on the basis of age would be totally unacceptable to any plan 
member who understood its implications. 


In its letter to the minister dated April 8, 1986, in response to the 
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draft bill, CAC recommended that section 42 of the draft bill should be 
deleted, and of course this section 42 incorporated this change with respect 
to limiting access and flexibility if a plan member terminated within 10 years 
of the retirement date. 


CAC--Ontario recommends that subsection 43(3) of bill 170 be amended to 
provide members who terminate employment within 10 years of retirement with 
the same entitlement to transfer the commuted value of their pension as 
outlined in subsection 43(1) of the bill. 


Finally, probably the most serious flaw in bill 170 is its failure to 
address the issue of private pension coverage in Ontario. More than 60 per 
cent of the work force has no private pension coverage whatsoever. in case 
anyone should think that politically this is an unacceptable goal, it is worth 
while noting that until the introduction of the Canada pension plan in 1966, 
all emplovers in Ontario with more than 15 employees were required by law to 
provide pension plans. 


If we are to accept that pensions are deferred wages for employees and a 
cost of doing business for their employers, and CAC accepts this proposition, 
the CAC recommends consideration of mandatory private pensions that would 
progressively phase in compulsory pensions for employers with, say, more than 
500 employees over the next five years, and for each year thereafter of more 
than 400, 300, 200, 100, 50 and 25 employees. These employers would be 
required to provide pensions for their employees. 


While this expansion of pension coverage may not be, as I said before, 
politically realistic at this time, at this late stage in the current reform 
process, it is nevertheless worthy of serious consideration, in the view of 
CAC, at some future date. ; 


As I indicated before, not having the resources of a General Motors, the 
CAC has a number of other concerns with respect to the bill. However, I have 
not been in a position to present these concerns to the committee today. I 
will be quite prepared to handle any questions that might arise. 


Mr. Chairman: Are there any questions? We are a quiet bunch this 
morning, are we not? 


Mr. Delaney: You are indeed. I realize the difficulty with respect 
to the fact that you have not had a copy of a submission from CAC. 


Mr. Chairman: We will be discussing these, all of them, and we will 
have-- 


Mr. Delaney: Can I just mention that there are a couple of 
particular concerns relating to the implications of the bill itself for 
existing plan members? There are some issues I feel have yet to be resolved 
that have very substantial implications for people in their 20s, 30s, 40s and 
50s who have already accumulated benefits under the old system. I am referring 
here to items like the 60 per cent survivor benefit. 


Most defined-benefit plans, as I am sure you realize, are based upon a 
Ssingle-life-plan-member calculation. Thus, all the information related to a 
pension entitlement that has been at the disposal of or given to members, in 
effect, will be reduced, in some cases substantially, as a consequence of the 
imposition of a change if, as I understand the case from the ninister, Lies 
made retroactive with respect to credits already accumulated. That is on the 
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one hand. On the other hand, I am concerned about the fact that--and I 
recognize the fairness in it--the plans that use survivor benefits as the 
basis of their calculations st the outset will afford Single members of those 
plans significant increases in their pension entitlement because of the 
requirement in the bill to increase single members' entitlement on the basis 
of the commuted value of what otherwise would have included a survivor benefit. 
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I am particularly concerned about this with respect to public service 
pensions because of the fact--and let me say that the Consumers' Association 
of Canada shares the concern of many others with this fact--that public 
service pensions do not have the capital assets invested in capital markets 
representing their liability. What we have is increasing obligations that are 
accumulated against the tax base. As a consequence, these kinds of changes 
that are going to enhance the benefits because of the survivor benefit are 
going to add an additional burden on taxpayers generally. 


Mr. Chairman: Thank you very much for a good presentation. 


The next presentation is from the Toronto Civic Pensioners' Protective 
Association. Mr. Batchelor is the president, Mr. Chepswick is the 
vice-president and Mr. Woadden is a director. Please take chairs at the 
microphones, gentlemen. 


TORONTO CIVIC PENSIONERS' PROTECTIVE ASSOCIATION 


Mr. Batchelor: My name is Gordon Batchelor. I am president of the 
Toronto Civic Pensioners' Protective Association. On my right is Robert 
Woadden who is a director of our association and on my left is James 
Chepswick, the vice-president of the association. We are all prepared to say 
something, and I will kick it off when you are ready. 


Mr. Chairman: Please proceed. 
Mr. Batchelor: We do not have a brief; just notes of the bill. 


Before I make the presentation, a few things concern me. I do not think 
you would mind me interjecting a little levity into the meeting. Coming down 
in the car, on the news I heard that top executives in Canada were in receipt 
last year of a 10 per cent increase in their salaries and, with the other 
so-called fringe benefits built in, it works out to 20 per cent. I do not know 
at ’that is right, .butocertainly thet is how it was given over CFRB and CJCL. 
They mentioned that the top recipient of a salary was Frank Stronach at $2.1 
ma Liion. 


When I hear people throwing millions of dollars around, I cannot throw 
millions of dollers at you, because about one thousand of the people I 
represent are people in receipt of a maximum pension in the city of Toronto of 
$6,700 if they happen to be husband and wife. A widow or a spouse gets half of 
$6,700. It does not sound like too much when you have representations made to 
you in the billions of dollars by motor companies and what not. 


These people are very much people who I think in their lifetime have 
paid in service to their country and to this province amounts that could equal 
millions and multimillions of dollars. Many of them went through the years of 
the Depression, went through the years of the Second World War and have really 
contributed to the economy of this country and the stability of this province. 
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Each one of us sitting here has gone through those different years, so 
we do not speak from inexperience; we speak from experience. We speak from 
when there was not so much demand upon government and people were not always 
asking for handouts, but when there was a desire to contribute to the 
community and to the life of the community. We are not here today to ask you 
for a handout. We are here to present a case to you on behalf of people who 
should have mandatory inflation protection incorporated into their pensions. 


When 2 wee Sitting an the hall. i heard that 1t 2s diftficul. todo this. 
We have to wait until the task force brings down its recommendations. 
Personally, on behalf of this association, I wrote to the Treasurer (Mr. 
Nixon) to ask that we be included in that task force. That was as a result of 
a news release from the Premier (Mr. Peterson) which got us slightly excited. 
I read in that news release at least an inference that surplus funds might or 
possibly or could be used for the economic development of the province. 


We stand before you this morning to say that surplus funds in the 
pension fund are the funds of the pensioners. I say that because I have sat on 
both sides, labour and management, and there is never a negotiation conducted 
that does not say something or address itself to the question of pensions and 
Costs. 

A former controller I worked with at city hall, who was a great labour 
man at one time, pointed out when we were getting an increase of about $5 per 
week, that he had added all the fringe benefits, one of which was pensions, 
and it was worth about $12.50. If pensions were not being considered as part 
of the salary package, then I do not know what I was interpreting. It was 
presented to me off the cuff, in discussion with a man who had been a labour 
man and who was now in the position of being management for the city of ; 
Toronto. He said that all the fringe benefits were added on top of the $5 a 
week or whatever it might have been. At that time, I said to this individual, 
"You give me the money, the $12.50 a week, and 25 years from now you will not 
see me,’ but every pensioner cannot do that. 


I came into this business of representing this association on the 
retirement of the late George Eell, who was then retired parks commissioner. 
They said they wanted a young guy. I was 55. I left city hall and took a 10 
per cent smaller pension, and I did all these things with my eyes wide open. I 
took over this association and have worked with it ever since. I am now 67, so 
I am not as young a guy as I used to be, but I still feel full of beans when 
it comes to taking on issues like this. 


I would like to speak specifically to the bill. I have mentioned that a 
mandatory indexing formula is required. I read in the paper--I do not know how 
much of it is correct--that Mr. Pilkey was in a sense running interference for 
the minister. When the Toronto Star writes an article like that, I do not know 
how much of it is accurate, but the important thing to us is that I got out of 
that article that there is a possibility that the issue is being stalled until 
such time as the task force can get into the situation. 


L150 


I have not been quite able to understand why there is a need for a 
committee such as this to hear this issue and then for a task force to hear 
it. The statement is sometimes made that the task force will look into the 
cost factor. We can talk to you today about the cost factor. You do not have 
to have a task force. Yet the provincial Treasurer did not acknowledge my 
letter and neither did the task force answer our request to serve on that 
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particular task force. On the task force as I know it, there is no one better 
qualified than some of the members of our association from a financial and 
pension point of view to contribute adequately to that task force. 


There is something else that has to be mentioned too before I get into 
the question of the bill. I happen to be a credit card holder with American 
Express. They send out little things like this statement I have here. At the 
bottom, it is supported by the consumer price index, Statistics Canada 1984, 
Canadian Life and Health Insurance Association LoS. 


The only person who has answered in writing the question I have posed 
about the purchasing power of the dollar has been my local member of 
Parliament. The Minister of Finance has not answered the question, the 
provincial Treasurer has not answered the question of why a dollar in 1975 
purchased a dollar's worth of goods and, in 1985, it purchased roughly 50 
cents worth of goods. People talk about salaries that might stand in LSS5,. Say 
$40,000 or $50,000. You back that up to the time I retired and that is 
$25,000, $20,000. There is no question about that. 


It says in this enclosure from American Express, “According to the 
consumer price index, inflation rose approximately 168 per cent between 1974 
and 1984." This sets it in perspective: "A life insurance policy purchased in 
1974 would have reduced in buying power by more than 50 per cent. A $10,000 
policy purchased in 1974 is now worth less than $4,600." So anyone who has a 
Dee: life policy has just seen it blown away. Then, "An annual salary of 

20,000"--this is not Statistics Canada, but the insurance pitch being made by 
American Express--"means you may need a minimum of $100,000 in life 
insurance." I do not know about my two friends on my left and my right, but I 
HAVE "NOtCEZOL PL: 


This is what we are facing, not only in this province but alsovin this 
nation. It is a serious economic problem. It is not something that should only 
be looked at by someone who may come before you and say, "We are spending $1 
billion here and so many hundred million dollars there." I feel the issue of 
money has always been resolvable as far as this country is concerned, provided 
everybody from the lowest individual on the totem pole up to and including the 
top, our federal government, wants to work at it. 


That is why I said earlier that we are not here asking for a handout. 
Surely to God these people--I represent close to 2,400, but 1,000 of them are 
down at that $6,700 or half of that level. Wherever I go, I always feel 
somewhat like an individual who comes with cap in hand. As I said before, I 
have sat on the side of unions and I have sat on the side of management, but 
when you are on the side of the union you feel you have some kind of clout. We 
do not feel that we have any clout when we come to you today except the clout 
that we hope that you will give us fair play in comparison with all the other 
Submissions that are made. 


Our association makes three points: (1) We believe in this mandatory 
indexing formula; (2) under no circumstances can employers or government 
withdraw surplus money from pension plans; (3), direct pensioner 
representation on pension committees should be mandatory. The foregoing and 
other points regarding bill 170 are herewith presented for the attention and 
consideration of your committee. 


The other points relate specifically to the following sections: 


Subsection 8(2): Amend this subsection to read as follows: "A pension 
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committee, or a board of trustees, that is the administrator of a pension plan 
shall"--"shall" is the word--"include a representative or representatives of 
persons who are receiving pensions under the plan.” 


Section 18: If no legal barrier exists to take such action, the word 
"may" following the word “superintendent” in the first line should be deleted 
and, again, the word “shall” inserted in lieu thereof. 


Subsection 23(3): The association feels there should be a clear 
indication as to whether the $25,000 fine in section 111 applies to an offence 
under this section. It should also be made clear as to where responsibility 
rests for the commencement of any action on an offence. 


Section 48: The association concurs with this section but is of the 
opinion that it should also take cognizance of the action in the following two 
circumstances. 


1. Remarriage of a pensioner whose spouse dies and the provision of a 
pension for the second spouse--and I stress this--with reasonable limitations 
on a guaranteed pension period or ceiling being put in place. An age control 
might also be considered, if it is not contrary to the Human Rights Code. 


I mention that because if any one of us who is a pensioner--and we are 
all fortunate to have our wives still with us--should lose his wife and go out 
and find a 20-year-old, I do not think anyone should get the pension from 21 
years on, regardless of any restrictions. Age has to become a factor in 
relation to the pensioner who is still drawing the pension. 


y 2. Where a pensioner, at the time of terminating his or her employment, 
did not have a spouse within the meaning of the definition set out in the act, 
marries after commencing receipt of the pension and such spouse does not 
appear to be entitled to receive a surviving spouse's pension. 


Subsection 49(8): The association has difficulty in knowing what 
interpretation of this subsection to accept. As a result, we feel it needs 
clarification of what the words "living separate and apart" really mean. We 
reserve our position until we see such clarification. 


Clause 53(2)(b): We do not agree with this provision and feel it is 
conflicting with the aims of other provisions whereby discrimination on sex 
grounds is prohibited. 


Section 61: The association feels the permissive nature of this section 
should be removed and that it should become mandatory by removing the word 
"may" and inserting in its stead the word "shall." 


Section 63: We are concerned that it is not clear under what 
circumstances there may be an offence if a person does not "ensure" that 
moneys are invested in accordance with the act and the regulations. Again, 
would the penalty of a fine of $25,000 apply? 


It is probably also appropriate that under this section we state our 
endorsement of the brief of the city of Toronto concerning the investment of 
public sector pension fund moneys, except in so far as it relates to 


limitation of foreign investments. This association is in favour of 
maintaining a limit but increasing such limit to 20 per cent. 


Subsection 79(1): This section should be amended by deleting all the 


G-25 


words after the word "employer" in the second line. Any other deletions 
resulting from that change should also be effected, including the balance of 
section 79 and section 80. 


Briefly, that is ovr submission. We hope you will look favourably upon 
our representations. I would appreciate it if someone would clarify--because I 
have yet to have the position of the task force--to my satistaction, go 2 will 
understand the role of this committee and of the task force, whether we are to 
come again before the task force to make the same pitch we are making today. 
If someone could answer that-- 
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Mr. Chairman: Minister? 
Hon. Mr. Kwinter: I would be pleased to do that. 


You should know that Bill 170 is a document that has been worked on by 
various governments for nearly 10 years. It is a consensus document. In that 
consensus--that is, between all the provinces and the federal 
government--there was no consensus. As a matter of fact, everv province, with 
the exception of Ontario, was opposed to mandatory inflation protection. We 
tried to work out some arrangement and could not. 


Bill 170 is a very far-reaching document on pension reform. It was the 
decision of this government to introduce Bill 170. But we had to address the 
issue of mandatory inflation protection. In order to indicate where we were, 
we said that we were in favour of mandatory inflation protection but we wanted 
to establish a task force that represented labour, management and an impartial 
third person to take a look et how to do it. Rather than hold up this 
bill--because there are some far-reaching reforms that everybody should get 
the benefit from--we set up a task force to look at the separate issue, which 
as NOL in this pill, “of mandatory inflation protection. 


You are right. What is happening is that if you have representations to 
make to that task force, you will have to do that in e separate forum. Why ve 
are discussing it here is that certainly the New Democratic Party has 
indicated that it planned to move an amendment to this bill to include it, and 
the leader of the Conservative Party has said that unless he hears some very 
good reason for not doing it, he will support that. That it is why it is in 
discussion in this forun. 


. Basically, the government has taken the position that it is in favour of 
mandatory inflation protection but does not want it included in this bill, 
because it has a task force that is looking at its implementation. Until they 
report, we feel it would be irresponsible just to go ahead without knowing the 
implications.. That is the reason for the task force and that is the reason for 
this committee. 


Mr. Batchelor: If this bill should pass, would we then 2o to the 
task force and speak to the question of mandatory inflation protection? 


Hon. Mr. Kwinter: They are not mutually exclusive. No matter what 
Happens to this bill, thewtask force ,is working... You cannco. 60 them rient now, 
if you can get an appointment with them. You do not have to wait for this 
bill. They are sitting now and they are doing what they are doing. It is just 
a matter of contacting them and making vour representations. 
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Mr. Batchelor: I have made my representations in writing to the 
minister and I sent a copy of my letter to the task force. Poth were written a 
very long time ago and have not been responded to. It does not surprise me 
because, in another area of government, I wrote a letter on December 30 to the 
honourable Minister of Finance in Ottawa and got a reply on March 20, after I 
had made a copy of my original letter and had written across the front of it, 
‘Is. is: possible to eet a reply:” 


I must not be too hard on the Treasurer (Mr. Nixon) because he did, on 
one occasion, answer a letter that I wrote to him. In that letter, he 
addressed what the Minister of Finance had already said: 


"Mandatory inflation protection does not now form part of the provincial 
consensus. However, Ontario is continuing discussions with other provinces and 
the private sector on this important issue and it is hoped that consensus will 
be achieved on some measure of formal inflation protection in private pension 
plans." 


I know there are many problems that exist in our form of government, 
nationally end provincially, from province to province, but I do not think 
that we should have to wait for a consensus of the provinces. Many things 
happen in this province which do not happen in other provinces. While there is 
need to have consultation and not to have it appear that Ontario rides 
roughshod over other provinces, to wait for a consensus that would bring about 
opinions, you have so many different economic factors from Newfoundland to 
British Columbia--there are so many arguments that could be put forward, that 
pWestcannom atrord: thie. “and, 2tis 91) wient for vousion Cntario, 2 rich 
province; you can afford it." 


I still say that we should in this situation, as we did the other Caves 
city hall, make a statement that we are losing about 150 to 200 of our 
pensioners through death every vear. Many of our pensioners are the ones I was 
talking about in that group of 1,000, the low-income group, and are those who 
do not even have the benefit of Canada pension. They do get other benefits 
through the old age pension, etc. 


Here is something I would like to read to you from the Provincial 
Treasurer's letter. "In my two budgets, I have announced measures that will 
benefit seniors. I have enriched the Ontario tax reduction so that by 1987 no 
Single senior citizen with income below $8, 900 or senior couples with income 
below $15,700 will pay any Ontario income tax." 


I think that is fine, but I do not know how many of us around this table 
would want to be looking at $8,900 or $15,700 as some kind of an income that 
we could be proud of. I am not saying the minister is proud of it, but the 
minister is probably doing something about it, and we are proud that he is 
doing something about it. 


But these figures, when you see them in the cold stark light of day of 
the economy of Ontario and Canada in 1987, are certainly not inspirational to 
those in my group of 1,000 and many who receive more than that $6, 700 figure 
but who are again in a very low-dollar-income factor, so that every time, 
wherever we go, and this is the first time we have had the minister and the 
chairman to speak to a group such as this, we feel we are just being pushed 
off. I have said to myself, "I just damn well will not die," but I cannot say 
that for all the rest of my members. 


Mr. Woadden: I am with you. 
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Mr. Batchelor: Bob says he is with me, and I think Jim here, a hard 
northerner from up around Thunder Eay originally-- 


Mr. Chapswick: Fort William. 


Mr. batchelor: Fort William. He does not want to recognize Thunder 


Anyway, we feel these people cannot continually be put off by 
committees, whether it be here or st city hall or in Ottawa. You might be 
interested in another statement from the Minister of Finance. I mentioned 
reducing fear and insecurity, etc., among our seniors. "I fully share vour 
desire to reduce fear and eneeenra ts among older citizens. The government is 
committed to increasing payments to those elderly with inadequate pensions, as 
our resources permit. Our senior citizens can never feel secure unless we have 
a financially responsible government and a healthy, expanding economy." 


I want to go over that sentence, "The government is committed to 
increasing payments to those elderly with inadequate pensions, as our 
resources permit." That is a repudiation of universality in that statement. I 
have been writing back and forth to Mr. Wilson to the extent that I think we 
might become pen-pals, but that says to me that the question of universality 
has to be considered again. 


I do not know who is going to determine what is inadequate, adequate or 
what else. When I read to vou $15,700 or $8,900, I consider that inadequate. 
Who is going to determine what is adequate? I have not written back to Mr 
Wilson- vet. He can wait a little while for. my men ve Nie =letuer. Prue I 
waited a damn long time TOP * Das. 


It does appear as if the question of universal pensions is going to pop 
up again at the appropriate political time. I know it will not come up in 
Ottawa before the next election. 


Mr. Chairman: No, never. 


Mr. Batchelor: I am not worried in the immediate future, but I do 
feel the people I am speaking for discount me because I have been one of the 
fortunate people. I do not get a big pension, but I have been fortunate enough 
to make wise investments in other things, so therefore I am not here to ask on 
behalf of myself. But I certainly am asking on behalf of people who are 
getting pensions of $6,700, S700, $8,000, $10,000 or whatever it is. These 
people cannot wait for ever for some form of indexation. They just cannot. 


HALO 


Hon. Mr. Kwinter: I just want to clarify one point that you made 
about the statement about consensus. The province of Ontario in the pension 
negotiations, tried to get consensus on mandatory inflation protection. They 
could not. Every single province and the federal government opposed it. We are 
not waiting for a consensus. If we were to wait for a consensus, we would not 
have it. That is what happened in 1984. The then-Treasurer announced that we 
were going to have indexed pensions. He could not get consensus and as a 
result, he abandoned it. 


We have made the statement that we are proceeding with mandatory 
inflation protection, so we are going against the consensus. The consensus 
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agreement is that it will discourage pension plans. Well, 70 per cent of the 
private pension plans are in Ontario anyway, so we have made the determination 
that we are going against the consensus. All we have to determine is how to do 
it and how to implement it, so it will have none of these negative impacts. 
That is what we are doing. 


committed to going against the consensus. I just wanted to 
, vecause vou said we should not wait for the consensus. We have 
determination. 


Tee 5 47 
(GAbshignuiey, 


5 
made that 


Mr. Eatchelor: I am very pleased to hear it and I am sure that Mr. 
Chepswick and Mr. Woadden are pleased to hear that. Now that we have 
determined that you are prepared to go against the consensus, how long or how 
far down the road are we looking for a reasonable conclusion to this 
particular problem? 


Hon. Mr. Kwinter: The task force is meeting and they have e mandate 
to report back within a year. I would imagine that we will hear from them, I 
cannot guarantee how long it will take, but as soon as we hear from them we 
are prepared to act. They have been given a mandate to tell us how to do it. 
They are meeting to do that and when we hear their report, we will do it. 


Mr. Batchelor: Thank you. Even though I have not had a response to 


my letters, we most certainly will bang on the task force door and make some 
representation. 


Mr. Grande: First of all I would like to ask in regards to those 
documents and letters from the Treasurer, from the Minister.of Finance, in 
other words the communication from the: government that you were reading fron, 
is it possible for you to make copies and leave them with the committee? 


Mr. Woadden: We could get copies back to you. 


Mr. Batchelor: Yes. We will get copies to you. I do not consider 
this 6 private document between the Minister of Finance and myself, or the 
Provincial Treasurer and myself. He has written and we have provided copies to 
all members of our association, so it is not a secret document. 


Mr. Grande: I would like to ask the minister if the latter aspect of 
what he said right now in terms of being prepared to go against the consensus, 
is this today a repudiation of what you said last week? 


Hon. Mr. Kwinter: What did I say last week? 
Mar; Grande: You do not remember what you said last week? 


Hon. Mr. Kwinter: No, no. I am just asking in what context? I said a 
Let (ot thins. 


Mr. Grande: In the context of the Ontario Chamber of Commerce and 


what you were saying about the fact that inflation protection is going to 
discourage plans. 


Hon. Mr. Kwinter: I am sure you now have a copy of Hansard. Just so 
that you will know, your associate said that I was parroting the chamber of 
commerce, and I said, "They have said they are opposed to indexine; I am 
Saying we were in favour of indexing." He said, "save it for the campaign." I 
said: "....1 was asked to say what is the government's position. The 
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government's position is that we are in favour of madatory inflation 
protection." I said twice in two sentences that we are in favour. I made an 
announcement in the House that we are in favour. The main reason for having 
this task force is to implement it. We are on record as saying that we are 
going to dco! it. 


This is not a change. I am not saying anything new that I have not said. 
What I wes saying last week was that the reason we are not doing it right now 
is because there are a lot of problems and all of the things that we have 
heard from General Motors and the chamber of commerce and everyone else, 
indicates that there are problems. The purpose of the task force is to address 
those problems and tell us how to do it. That is where we are. 


We have not changed our position one bit. We are in favour of mandatory 
inflation protection. When we set up the task force, that was the reason for 
setting it up, and we are proceeding. The only thing is, we are opposed to 
putting it into Bill 170 until the task force reports. 


Mr. Grande: If I may, my sense is that I am hearing a change of tune 
here from last week. I do not know. I guess the minister has to decide where 
he stands, on one side or the other. 


Hon. Mr. Kwinter: The answer was there. Read it. 


Mr. Chairman: Thank you very much, gentlemen. I think this is an 
argument that these two gentlemen might wish to carry on at some other time. 


Mr. Batchelor: It is an argument we are very familiar with. Mr. 
Chepswick would like to say a few words. He is our vice- president. 


Mr. Chepswick: I will try to be brief. I have to deal with things 
historically somewhat. I agree with our president's comments about the 
amendments to bill 170, and I am glad that he provided you with a copy of 
that. We inadvertently forgot to do that in the first place. You have that 
now, so we will not deal with that particular item, but I will deal with the 
inflation factors and other matters that come to mind right now. I have been 
involved with pension matters from square one with the city of Toronto where I 
have been employed. Believe me, I have heard so much about that negative 


dialogue and the juggling of figures. 


Being a carpenter originally, my means of levelling things off is 
different from the way the bookkeepers and accountants do it. I heard some 
dialogue in the hallway there about the bankruptcies and one thing and 
another, and they are afraid. Everybody is chicken to face up to the fact that 
these things are a fact of life. Historically, I do not know how many of you 
have been involved with provincial politics. I did not research this for 
before 1965, but it is on record that the Ontario Pension Benefits Act of 1965 
originally was consummated because of the massive bankruptcies in the province 
erPOnteario. Am dsright on that) Minister? 


Hon. Mr. Kwinter: It was before my time, but I would assume there 
must have been problems or there would not have been a reason for reform. 


Mr. Chepswick: There were a hell of a lot of problems, believe me, 
and one of the reasons was that all these big shots in small companies were 
making money by going bankrupt while the poor worker was battered around from 
pillar to post and the money that he was putting in was lost, even if he was 
involved in pension matters. They say the company paid the whole shot. The 
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company did not pay the whole shot. Pensions are, in essence, deferred wages, 
and if they are deferred wages, whether or not a person iS in a union, that 
particular costing is included in the overall cost to the company management. 
That is also true in the public sector, where we were. 


I kid you not, that particular thing is in there, and when they get 
paying pension matters, I am suggesting to all of you here that they get 
double bonuses for that. Let nobody kid you otherwise. They get concessions 
for paying pension moneys. They also get special concessions from the excise 
tax department in the federal government for doing that. 


So I am not going for their crying towel that they are going to go broke 
because of that. That does not send me one way or another. The minimum 
pensioners in the city of Toronto get is $6,700. We have more than 3,200 
pensioners in the city of Toronto, of whom more than 2,000 are in our 
association. We are not representing a small group, but we are not going to 
die because we are on pension. We are going to speak up if we do not get 
consideration the way we should. 


[ am in accord with, the position that. the provincésis tekingan, trying 
to get this inflation factor settled. Unfortunately, as you say, the other 
provinces do not want to agree with you, but I hope you never guit going after 
this inflation business because if you ever do, some of these companies are 
going to find other loopholes. I think that the companies that you are 
listening to are afraid because they cannot find enough loopholes with the 
inflation factors in there. They would never have enough opportunities to be 


bankrupting advantageously, and that is what their concern is. I kid you not 
on toet. 


Having said that, I do not want to belabour the point. The time for 


inflation protection is here now, and I do not know how I can emphasize it 
strongly for you. I think it is long overdue, and I wish you well in your 
endeavours. I hope that the time frame you are talking about comes a little 
faster than even you are considering, so whatever we can do to be of help to 
make this thing in effect, we will do. Thank you very much. 
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Mr. Chairman: Thank you very much, Mr. Chepswick. 


Mr. Eatchelor: Mr. Woadden does not wish to speak. That is our 
presentation. 


Mr. Chairman: Thank you very much, and do not forget to go to the 
task force. 


Mr. Batchelor: We will not forget. 

Mr. Chairman: We have everything you said on record. 

Mr. Chepswick: Can we have the name of the person? Who do we contact? 
Mr. Chairman: I am not sure. 

Mr. Batchelor: Is it your ministry now, Minister? 

Hon. Mr. Kwinter: Yes. 


f 
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lr. Batchelor: We will contact your ministry. 
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Mr. Chairman: We have one more presentation this morning, from Peat 
Marwick and Partners. We have with us today Randy Dutka, who is a partner, and 
Ms. Van Riesen, who is a manager. Sorry we are a little late. We will grant 
you your time in any event. 


PEAT MARWICK 


Mir. Dutka: Thank you for the opportunity to address the task force. 
You have been given a mini-tome, a small booklet. I am not going to talk to 
this in detail. I would rather talk in a more conceptual way at this point. 
This document contains our comments on the act itself, a section with comments 
on the draft regulations and a benefits letter that I am going to refer to 
later on. 


My comments to you are basically addressed at the forest level as 
opposed to trees. Our written documentation comments on a lot of the details 
of the act. We would like to talk to the task force on some of the concerns we 
have about the act and maybe some of the directions that the act seems to be 
getting pulled into. It sounds as if you have heard a lot about mandatory 
indexing, but nevertheless, I have a couple of comments on that as well. 


There are about four major things we have a concern about as it relates 
to the private pension system. I believe that as we have been going through 
the whole pension reform debate over the last 10 years the private sector has 
accepted a good many of the changes proposed by Bill 170. I think that as a 
general rule, we are looking forward to it, to have it done, and it is very 
difficult to work in an environment of uncertainty. 


There are some things, though, that we think the government has to be 
very much aware of and attuned to’ over the longer term. It all hinges on the 
fact that this is a voluntary system and that one of the easiest things people 
can do is get rid of their pension plans or not implement them. We have a 
concern over reduced coverage in the longer term, that if administration is 
too complex, if the bureaucracy is too tough, if just complying with the act 
involves a lot of work, fees and expenses related to that, many smaller plan 
sponsors are going to balk at maintaining their current pension plan and 
certainly at putting them in. 


An example of part of Bill 170 that we are concerned about is where the 
employer has the right to move out the value of a vested pension on behalf of 
an employee. The limit is quite low. When over the longer term we are going to 
find the administration of deferred vested pensions alone to be quite complex, 
we would prefer to see a little bit more discretion on behalf of the 
administrator of the pension plan in general. 


The other thing that is going to affect coverage, of course, is the cost 
of compliance. Primarily, I think companies have accepted and have budgeted 
for the increases in cost that will result from increased vesting and the 50 
per cent rule. We have a serious concern about mandatory indexing. This is not 
just a auestion of the short term. As long as a decision is not made, there is 
a concern that companies may overreact to the possibility of mandatory 
indexing and may make decisions that way, and we do not necessarily think that 
is the best thine for pensions. 


A second major area is reduced funding. Ontario has a terrific track 
record, as does most of Canada, compared to some jurisdictions such as the 
United States, with respect to the solvency of pension plans. The 1965 act did 
a very good job of getting companies on the right track. Over the past few 
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years, obviously, we have had excessively funded plans in general or funded 
ratios over 100 per cent--surpluses in any event--mainly because we have had 
three out of four very good investment years. That has not always been so. 
Nevertheless, even through recessions and so on, company plans tended to stay 
reasonably solvent. 


Again, the mandatory indexing, especially if it is going to come from a 
mandated use of surplus, we think will have some effect on employers in 
essentially funding their pensions as fine to the line as they can. You might 
be aware that the accountants have put in new rules for funding defined 
benefit plans and expensing the cost of defined benefit plans, which require 
best-estimate assumptions. We believe there are restrictions on the use of 
surplus such that companies will become much more aggressive in their funding 
assumptions, leading to lower assets in pension plans and, consequently, lower 
funded ratios. 


A major concern we have and would like to talk about in a little more 
detail later relates to section 54. One of the major concerns of pension 
reform since the earliest reports--and the Haley commission spent a lot of 
time on it, of course--has been protection of survivors. One of the main 
thrusts has been to make sure there is something for the surviving spouse of a 
pensioner. 


We believe the reaction to section 54, especially by people putting in 
new plans, will be to not have automatic joint life and last survivor 
pensions. Many companies have responded over the past 10 years to the need for 
increased coverage of pensioners' spouses by putting in automatic joint life 
and last survivor pensions without reduction in pension for their employees. 
We believe the implementation of section 54 will mean that companies which 
currently have this provision in their plans will retract it and just g0 to a 
guarantee period and that new plans will likely not have this as an automatic 
feature. 


Finally, reduced pension levels: One of the major defences against the 
cost of mandatory indexing would be to reduce benefit levels. Also, while we 
think the government should have a policy of trying to increase coverage and 
increase pension benefits, again the restriction of the use of surplus will 
have a strong impact on benefit levels. Many companies implement benefits that 
are based on career average earnings and use the surplus to increase those 
benefits to current salary levels. If companies take a much more aggressive 
funding approach, essentially lower funding levels, that surplus will not be 
there to increase benefits. 


We have some major concerns about the future of the private pension 
retirement system in Ontario if the bill goes too far. 


The other thing we are concerned about and would like to address is the 
whole thrust of companies moving to money-purchase arrangements. Much of 
reform is aimed at improving the benefits of the defined benefit plan. The 50 
per cent rule especially will have a terrific impact on contributory defined 
benefit plans. Many companies, in response to the new bill, are talking about 
changing to defined contribution plans. We have this among our own clients as 


well. There is more talk than action at this time, but nevertheless it is a 
concern we have. 


There are a few reasons that people talk about this shift. One of them 
is that you can go to deferred profit-sharing plans and to registered 
retirement savings plans and not be regulated by the province. They are 
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administratively simple and easy to put into place. The administration is very 
simple and it is easy to communicate to employees compared to the complexity 
of something like the 50 per cent rule on termination of employment. 


Finally, there is this suggestion that defined contribution pension 
plans would not be affected by mandatory indexing. I am not really quite sure 
where the government stands on this position. However, we feel fairly strongly 
that if the government at any time is going to implement mandatory indexing-- 
and we do not believe this is the correct time to do that--defined 
contribution pension plans as well as defined benefit plans must be affected. 
Otherwise, you have, in our opinion, an inconsistent policy where you are 
protecting the members of some pension plans and not those of others, 
especially when over time this may accelerate the growth of defined 
contribution arrangements. 


It is an issue we have a fairly strong feeling about for mainly two 
reasons. The money purchase arrangements have their advantages, but 
essentially we do not believe they are in the best interest of employees. 
First, under a defined contribution approach, the employee now has the risk. 
All too little is said about the risk of a defined benefit plan, but if moving 
to a money purchase arrangement, be it a group RRSP or a defined contribution 
pension plan, the employees must now bear the full risk of investments as well 
as annuity purchase rates when they retire. This is a significant risk. The 
third part of this handout is a benefits letter with the overly dramatic title 
"Money Purchase Arrangements: The Shocking Truth." The major thrust of that 
benefits letter is to discuss the risk actually involved in these types of 
arrangements. We think the government should pay close attention to the 
information contained in that benefits letter. 
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The second and perhaps even more significant issue is that defined 
contribution plans, we believe, will lead to lower pension benefits again in 
the longer term. 


A typical defined benefit plan has a minimum investment usually of about 
40 per cent in equities; 40 to 60 per cent is a pretty typical range among 
employers in Ontario. When you look at the situation with respect to defined 
contribution pension plans, you often find that almost 100 per cent or 100 per 
cent of the investments are made in some type of guaranteed investments. 


We believe that the defined benefit plan with a large influx of employer 
money going into the equity markets is only good for Ontario; there is nothing 
negative there that we can see. In addition, the excess yields, the interest, 
the capital gains potential and so on have been considerably higher and 
consistently higher over guaranteed investments in the history of the Canadian 
economy, and we believe that by moving towards defined contribution approaches 
and investing more conservatively, employees will have lower pensions at 
retirement. 


A point we would like to make is with respect to section 54, the 
provision of equal valves for single and married pensioners. There are a 
number of concerns we have about this section. We do not think it really is 
very appropriate, primarily because what we have is an employer voluntarily 
providing sa benefit without reduction to an emrloyee because of a specific 
need. The emplovee has a spouse, the employer decides that it is appropriate 
to provide a death benefit to that spouse, and voluntarily does so. It does 
meet a specific need. I think it is hard to make the same argument for the 
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case of the single employee who is getting an additional commuted value. The 
plan sponsor is of course being penalized for this. If they do implement an 
automatic joint life and last survivor pension, they will have to provide an 
additional death benefit or additional pension to single employees, at their 
cost, and again not meeting with any specific need. 


The other thing we should look at is the context of the policy behind a 
section like 54, and we wonder how that could be consistent with the 
government's position on the Canada pension plan. The CPP also provides 
survivor benefits. Should the CPP provide higher pension benefits for single 
employees because, after all, single employees do not need the survivor 
aspects of the CPP. It seems to me that if private pension plans are going to 
be forced to provide higher pension benefits to single employees, because they 
do not need to make use of the survivor's income benefit or the joint life and 
last survivor pension, then the government should have the same policy with 
respect to the CPP. 


Also, there is an inconsistency in the act that is really aimed at 
providing equal benefits, looking at especially gender discrimination that 
males and females must have equal benefits under defined benefit and defined 
contribution plans. Now, all of a sudden, the concept of equal values is 
introduced: a single employee and a married employee must have equal values at 
retirement. Obviously, you cannot have both and we wonder why the 
inconsistency. In any event, the worse that will happen, and we think it quite 
likely, is that companies will no longer offer this automatically, and this is 
a benefit which has some significant cost. Those are my comments on section 54. 


Finally, on a very quick item--it could be that we just do not 
understand the process here--we are concerned that subsection 49(9) of the act, 
suggests that the death benefit can be offset by group life insurance. Our 
understanding is that because the regulations do not make any comment about 
this ability, it means employers cannot offset group life against the death 
benefit from a pension plan. 


I guess our real concern is that if the elected representatives of the 
province put that into an act and intend to have it as an option, we do not 
think it should be overriden by orders in council. That is just an issue we 
have, but if it is in the act, we should be able to do it. Many people think 
it is something that is accepted because they have seen the act and not the 
regulation. 


Mr. McClellan: I have really just one question since we will want to 
look at and study many of the items you have covered a little more carefully 
before we get to clause-to-clause. You said you wanted to talk about the 
forest rather than the trees and you started off by talking about your concern 
over the surplus withdrawal moratorium that is in effect, lest it give a 
message to the public that surpluses belong to the pension plan and therefore 
to the employees. 


Let me ask you what you think of the recent practice of the Canadian 
Imperial Bank of Commerce in the situation of Reeves Brothers Inc. in North 
Carolina where the Canadian Imperial Bank of Commerce and eight other banks 
provided $100 million to Shick to take over Reeves Brothers on condition--this 
was a condition imposed by the Canadian Imperial Bank of Commerce and its 
consortium--that Shick terminate the Reeves's pension plan and remove the 
$20-million surplus from that pension plan as quickly as possible and hand it 
over to the banks. 
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Other information in the article suggests that a senator from Ohio 
indicated that since 1980 in the United States, $12 billion has been taken out 
of American pension funds through the process of surplus stripping. He said 
that American businesses have turned their pension plans into corporate piggy 
banks, and that is what is happening here too. If we are going to talk about 
the forest rather than the trees, perhaps you can comment on the ethics of 
businessmen, Canadian banks, systematically looting the pension plans of their 
employees to finance takeovers and acquisitions. 


Mr. Dutka: A couple of things make the US somewhat different. First, 
they have had a moratorium on surplus withdrawals on ongoing plans for some 
time. It is quite common to wind up plans there, for companies to get their 
hands on surpluses, especially in a situation where they are perhaps not as 
solvent as they would like to be. Companies very often do that as a last step 
towards bankruptcy if they need the money to survive. Usually, even organized 
labour will go along with that practice to keep the company rolling for a 
little while. It is hard to comment on something that is that distant and I do 
not have the information you have. 


Also, it should be worth noting that in the private sector in the US, 
the vast majority of pension plans do not involve employee money at all. 
Employee contributions are not deductible in the US, and except for some state 
governments and a few other oddballs, American pension plans are purely 
employer-paid-for plans, so the employer is taking back his own money. 


The fact could be that they have been conservatively funding, using a 
very low rate of interest, for whatever reason, and have decided not to do 
that any more. Maybe they are going to go to a more aggressive interest rate. 
There are a large number reasons why.one could do that ethically. There are 
also some whereby one could do it perhaps not quite so ethically. 
Nevertheless, the situation may be far more complex than is reported by the 
paper. 


The employer has a choice. If you look at it from the point of view of 
the plan's sponsors and they are working on the process of setting aside funds 
to provide pensions--perhaps I might give you e@ parallel that I always use. If 
you were personally planning a trip around the world five years from now and 
setting aside funds to pay for that trip, there is a similar situation with 
respect to a pension plan. The company is making promises to employees and 
setting aside funds to make that. You have made a promise to yourself and you 
have set aside payments to do that. When you come back from your trip and it 
turns out you have set aside more money than you spent--that is probably 
unlikely, but neverthéless had you done that--would you go back and pay your 
hotel more? 


Essentially, the surplus issue focuses on the fact that we have had some 
very good years. There certainly have been some attempts at surplus withdrawal 
that were illegal for other reasons. I think that has been guite confusing. In 
some of the big cases in Canada, it was not a guestion of ownership of surplus 
from a legislative point of view; it has been a guestion of fact that the 
document says they cannot have it and people have made some legal errors in 
taking that money out. 
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Mr. McClellan: I have my own analogy, if I could share it with you. 


Mase Dutitas pure. 
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Mr. McClellan: I am saving for a trip five years from now and I put 
the money in the bank and the money builds up interest. Then my bank manager 
phones me in year 4 and says: "I am sorry, but your interest rate has risen 
above our ceiling level and we are going to keep all the interest income in 
years 4 and 5, because we have this magic line that is called ‘surplus.’ Your 
account has crossed this line. Your property is now my property and your 
interest earnings now are my property." That is how I interpret the same 
little story you are sharing with us. 


ir. Dutka: In the case of something like the trip, I think it is 
fairly clear that it is your money. In pension funding, whether it is morally 
right, I think there are some significant concerns. The concerns we have 
function on how people are going to respond to it. If I am told, for example, 
that I cannot use my surplus or I must use my surplus for certain things, what 
I am going to try to do, wisely, is to make sure my funding is as accurate as 
possible. 


Traditionally in Canada, and you may have heard of actuarial 
conservatism, there tends to be some conservatism in setting aside funds for 
the same reason that if you were really fanatical about your own affairs, you 
would probably have more money than less in the bank before you left on a 
trip. That has been pretty typical because companies do not like surprises. 


If you are going to come back to a company in three years--you value a 
pension plan and come back in three years--the company would much prefer to 
have you say that there is a surplus than that there is a deficiency. 
Consequently, people have been setting aside funds on a fairly pessimistic 
basis, maybe getting deficiencies only one year in five or SO. 


If the actuary were absolutely perfect in his job, so that he could sit 
there and look down, he would find that in fact, half the time there would be 
a surplus and half the time there would be a deficit. That would be the 
perfect world, but the world is not perfect and people tend to put away more 
money than less. 


Ms. Van Riesen: If I can make a comment here too, I think it is 
important to mention that it all comes back tothe issue of risk. I+ is the 
employer who is bearing the risk in the circumstance of a defined-benefit 
plan. If you want to take the case where there is a deficit in the plan, it is 
the employer who makes up the deficit. The employee bears no responsibility 
for that. If it is a contributory plan, the employee has been making 
contributions and that is it. His contributions do not go up. He is not levied 
an additional anounts That wis avyfacteofalite. 


You cannot say, "That is okay and we will leave that side of it all 
right," but when there are surpluses, then all of a sudden: "This is a 
different situation. Now it does not belong." The deficits belong to the 
employer but the surpluses do not. Back to the ethical question, I think the 
element of risk cannot be ignored. 


Mr. McClellan: Neither can the issue of property rights. Our 
fundamental disagreement is that we are operating on a different set of 
assumptions as to where the property rights reside here. I say they reside 
with employees; you say they reside with employers. 


Ms. Van Riesen: The employer is making the promise to Day. el teasathe 
employer who is bearing that promise. 
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Mr. McClellan: You cannot argue that a worker who forgoes a 
take-home pay increase or a part of his take-home pay in year 1 to cover off 
the cost of his retirement is not taking a risk if there is no inflation 
protection, because what he is risking is worthless money. That is the 
experience of people in this country, pensions that are worthless. 


Ms. Van Riesen: Are vou saying, therefore, that when DLs 2oui nto 
deficit, the pension should be reduced? 


Mr. McClellan: I am saying we need to work out a scheme to provide 
inflation protection and part of that scheme should involve the interest 
earnings on employees' wages that are sitting in pension funds. There are a 
number of problems that have to be solved, but we are not getting anywhere by 
just digging in and being intransigent. People are saying that pension plans 
that do not provide purchasing power are not worth the powder to blow them to 
hell and that, "If the private sector cannot reform pension plans, we will 
look to the public sector and put our pension Savings into things like the 
Canada pension plan, where we know we can guarantee decent pensions with 
inflation protection." If the private sector cannot fix itself up, I 
respectfully submit, you are wringing your own neck. 


Mr. Dutka: The problem on inflation protection, certainly in my 
position--I should tell you that our firm provides a certain degree of 
automatic indexing and has done complete ad hoc indexing every year for the 
past 10 years to the full consumer price index, so our firm has essentially a 
policy of providing full inflation protection to our pensioners. We believe in 
it ase policy and it is suitable for all firms. 


Mr. McClellan: That is what General Motors indicated earlier this 
morning, but they are equally adamant in opposition. 


ir. Dutka: The major issue, though, that we see here, is that there 
is just too much happening. Just put yourself in the position of a pension 
plan sponsor. You have a new set of tax rules that are going to take us the 
next five years to get through. We have substantial changes to Bill 170. We 
have the regulations to absorb whenever they come out. We have changes in the 
the Charter of Rights that came out a couple of years ago. 


There are a million changes and many of them are expensive. You have 
probably heard more cost estimates than I have, but the basic pension reform 
as it stands now is somewhere around one per cent of payroll. That is not 
peanuts. Indexing will make that look very cheap and I think there is a limit 
to what you can do now. There is a limit in saying to people, "Here are a lot 
of changes here and a lot of changes there, and these are going to cost. some 
money and we want you to spend some more money and here are some more 
changes." In a voluntary system, the time can come when people are going to 
say, "Listen, I cannot absorb this guickly enough." I think that is a major 
issue. 


It is-not a guestion of yes or no in a longer term. That is another 
issue, but now, in the next couple of years, I think it is dangerous to put in 
something like even the threat of that hanging over plan sponsors, because it 
is too expensive and they have not absorbed what is changing now. There are 
not very many people who are completely up to speed on what is happening with 
tax reform, for example, and that is not trivial. That affects the way a 
company administers and designs its defined-benefit plan. There are a lot of 
tines nappening. You can “go too far and our concern is’ that going too far ain 
some areas, like section 54 and so on, are going to do nothing but start to 
defeat some of the goals of overall pension reform. 
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Ms. Van Riesen: And of the commission. 
Mr. Dutka: And of the commission. 


If the intention is still to have solidly funded pensions, you have to 
be very careful about telling people what they can or cannot do on surpluses, 
because I will tell you, people will stop having surpluses. We have had good 
investment years. That is going to happen anyway. We have good years and bad 
years. We have had good years but we are going to have some bad ones, by 
definition. The issue--it may be two years from now--is going to be the poor 
underfunded pension plans because everybody has a big deficiency, because the 
markets have just disappeared for a while. 


Mr. Chairman: I do not think we have any concurrence in the two 
opinions. However, Mr. McClellan made his point and you responded. It being 
12:50 p.m., maybe it is an appropriate time to complete this and see any of 
those who wish to return at two o'clock. 


The committee recessed at 12:30 p.m. 
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PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: Now that we have a quorum--we are missing the 
minister, but let us continue with the presentation from the Canadian 
Institute of Actuaries. Ken Clark is the president. Mr. Clark, as you start, 
maybe vou would introduce the people who are with you. 


CANADIAN INSTITUTE OF ACTUARIES 


Mr. Clark: Thank you very much, Mr. Chairman and members of the 
committee, for this opportunity to talk to you today about Bill 170. 


The Canadian Institute of Actuaries is the professional organization for 
actuaries in Canada. Many actuaries give advice on the design and operation of 
pension plans and fellows of our institute have the authority to make 
valuations of pension plans under the Pension Benefits Act, the corresponding 
federal legislation and legislation in other provinces. 


Our institute has the necessary committees to support the work of our 
members. Our pension ‘standards committee is responsible for drafting standards. 
of practice which guide actusries in doing -their work under the legislation. A 
regulator who is in doubt about the application of ovr standards of practice 
to a particular case can refer the matter to ovr review committee. Our 
disciplinary procedures committee is responsible for dealing with anv 
complaint about the conduct of an actuary in a particular case. Finally, our 
liaison committee is responsible for liaison with government authorities on 
pension plan matters. 


The three members with me at the table today are members of the liaison 


committee and they will be making our formal presentation. I should like to 
. present to vou, on my immediate left, Wayne Woods, then Jacaues Pelletier and 
Don Armstrong. Mr. Woods, I will ask you to begin our presentation. 


Mr. Chairman: If you are going to go through sll this, I am going to 
cut you off, but please proceed in your normal manner. 


Mr. Woods: Thank you. First, we would like to compliment all those 
who have been involved with the drafting of this legislation. We feel it is 
well drafted and ea credit to them. 


Along with our submission, which is on the top of the pile of material 
you have received, and which is not that lengthv, we have also included 
verious submissions that we have produced in the last couple vears, including 
our generic submission on current issues and pension reform, our submission on 
multi-employer pension plans, our paper on the disposition of pension plan 
surpluses and ovr submission to the parliamentary task force on pension 
reform. We have attached copies of these papers and submissions for those of 
you who are interested in looking at our views. 
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Today, we would like to comment on five issues regarding Pill 170. The 
first is to comment on the delicate balance between the protectionism that 
this legislation purports to provide within a voluntary pension system. We 
would stress that provisions should strive for minimum requirements. 


Second, we would like to comment on the concept of deferred wages and 
its relationship to pension plans as well as the concept of deferred 
compensation. 


Third, we would like to address a couple of discrimination issues, 
specifically section 54, dealing with discrimination on marital status, and 
section 5%, on unisex. 


Fourth, we have comments to make regarding uniformity. 


Finallv, we would like to make comments regarding section 89, which 
deals with reliance on actuaries to prepare a generally accepted actuerial 
report. 


For the first two issues, I would like to introduce Jacaues Pelletier, 
who is vice-chairman of our liaison committee. 


Mr. Chairman: He has already been introduced to us, but go ahead. 


Mr. Pelletier: On the first two items, as Mr. Woods mentioned, we 
are not going to go into all the details, but we have identified a few points. 
The first one is that private pensions are voluntary. 


As active participants in the process of changes that have been made to 
pension plans‘over the last 20 years, we believe that improvements in pension 
plans were more often the result of a recognition of needs to be covered by a 
plan sponsor and of greater ewareness on the part of plan participants than 
they were the result of any legislation. 


We see the basic role of legislation generally to be (a) to create an 
environment which is likely to favour the continued expansion and the 
improvement of pension plans; (b) to reauire that steps be taken to ensure 
that the promises made voluntarily by plan sponsors will be kept; and (c) to 
prescribe certain minimum standards, such as earlier vesting in particular, to 
ensure that the pension promise is not void of a real meaning. 


This role is quite different from that of introducing mandatory plan 
provisions which are not desired by either plan participants or plan sponsors 
and which run counter to the voluntary process. We are afraid that some of the 
changes that may be imposed on plan sponsors will generate changes in the way 
pension plans will be written. By this we mean that excessively complex and 
demanding legislation may well provoke undesirable shifts in the way 
retirement pensions are delivered, such as changes from defined benefit plans 
to defined contribution plans, from final pav plans to career pay plans and 
the elimination of some ancillary benefits. It may even discourage the 
continuation of some existing plans and the establishment of new ones. 


It is our view that defined benefit plans are a verv efficient means of 
meeting the pension promise, as they allow plan sponsors to provide more 
pensions to older employees with fewer dollars than is possible with other 
types of plans. We believe this approach is desirable and should be encouraged 
rather than discouraged by unnecessarily complex and costly requirements. 
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Some of the elements of the reform specifically do not fit the family of 
defined benefit plans; for example, an extremely demanding set of disclosure 
requirements in section 28 and in the draft regulations, and in particular, 
the requirement of the 50 per cent minimum employer cost is something we have 
objected to many times in the past. It is well documented in our paper 
entitled Current Issues in Pension Reform. 
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The general structure of the Ontario proposed death benefits prior to 
retirement is undesirable in a defined benefit environment, we believe. 
Eliminating genuine differences arising from sex-distinct mortality in 
computing commuted values of pension benefits is an almost impossible task, 
unfortunately. Prohibitions to take account of marital status are a new 
reauirement that we have strong reservations about. 


By modifying the delicate balance between progressive legislation and 
burdensome or costly requirements, Bill 170 may, in our view, bring about the 
kinds of undesirable changes to pension plans that we have already mentioned. 
We recommend that care be taken to ensure that the legislation provides an 
appropriate degree of flexibility, simplicity and efficiency so as to 
encourage the establishment of more and better pension plans. 


It seems to us that our second point is really at the core of many of 
the discussions and issues that are discussed and are attempted to be 
corrected by a number of areas of pension reform. We believe there is a need 
to make a distinction between the deferred wages concept that we hear about so 
often and a more subtle but very realistic concept that should be called 
deferred i a tage 


ete it is true that wages and benefits, including pensions, are part 
of what is generally referred to as the total compensation of an employee, it 
is not necessarily easily defined in the context of a defined benefit plan. 
The concept we adopt for a defined benefit plan is that of deferred 
compensation. The pension fund itself, regardless of who contributes to it, 
serves to ensure that the pension promise will be met. The deferred 
compensation is the pension itself when it is drawn and not the final assets 
backing up that promise. 


The concept we see applied in Bill 170 is a restricted concept of 
deferred wages. In our view, it is a concept that suggests a clearly 
identifiable portion of the employee's wage is being subtracted from the wages 
and invested in a pension plan. Thus, the contribution becomes directly 
related to the benefit or the pension. This is certainly the way it is applied 
in defining the contribution pension plan. 


We believe it is important to recognize the distinction and to be 
careful not to be drawn into applying the concept of deferred wages to a 
situation where the concept of deferred compensation more properly applies, 
especially in legislation bearing on benefits in the event of death, 
termination of employment, disability or the pension benefits in defined 
benefit plans. 


To illustrate briefly our position, many defined benefit pension plans 
provide for subsidized early retirement benefits to employees who choose to 
retire early. Quite appropriately, a portion of the plan's reserve contains 
funds to cover the costs of these subsidies. However, this cost iS Ot 
attributable to any specific member of the pension plan. Employees who elect 
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to retire early will receive some subsidy, with the amount being dependent on 
their age at retirement. Those who wait until normal retirement will not 
receive any subsidy. If one were to apply the restricted meaning of deferred 
wage implicit in Bill 170, all employees in a defined benefit pension plan 
would be entitled to the valve of that subsidy regardless of their age at 
retirement. 


In our view, it is inappropriate to give a narrow meaning of deferred 
wages to a defined benefit plan unless the employer has explicitly expressed a 
commitment to a specific amount of contributions to be allocated to each 
employee. 


Pension fund assets should be regarded as analogous to an insurance fund 
which is adjusted from time to time to make sure there will be moneys to cover 
the benefits that are promised. The plan members who meet the criteria to 
claim benefits draw against that reserve; those who do not meet the criteria 
are not entitled to any benefit from the fund. There are similarities to this 
concept in life insurance, fire insurance and many other types of insurance. 


I will now ask Don Armstrong, another member of our committee, to 
comment on some of the other issues. 


Mr. Armstrong: In terms of the broad subject of discrimination, the 
institute's brief recommends the elimination of section 53, which deals with 
unisex mortality tables, and section 54, which deals with the matter of 
marital status and its application to joint and survivor benefits. 


Dealing first with the matters of unisex and section 535, the Canadian 
Institute of Actuaries has expressed its gréat concern several times in the 
past, most recently in our Current Issues in Pension Reform paper, on the 
uneven and unintended results that unisex tables produce for both males and 
females. We again urge you to study this subject further and reconsider the 
usefulness of section 53. 


As for section 54 and the provision of additional death benefits to 
retired persons without a spouse, it is difficult for us to understand the 
need for this requirement. Why would it be appropriate to direct more of the 
plan sponsor's resources towards those individuals who do not have need for 
such benefits? Would it not be better to preserve plan sponsor resources and 
have them utilized for needed plan improvements? 


Section 54 could in fact cause plan sponsors who do have plans with a 
joint and survivor benefit as the normal form of payment to abandon such 
benefits rather than expend further funds for single individuals who do not 
need the extra death coverage. Incidentally, I guess we could also say it 
might discourage plan sponsors from adopting joint and survivor benefits as 
the normal form, which I am sure we would all consider appropriate or a good 
idea to consider. 


Abandonment of the joint and survivor benefit could be caused by both 
the additional cost and the administrative difficulties posed by section 54. 
The principal difficulty introduced by that section is the actual basis on 
which the benefit for the single individual is to be determined. Do we assume 
this single individual to be married and to have a spouse three years younger, 
three years older, the same age or whatever? It would also be difficult to 
explain to employees with spouses that their monthly benefit is less than that 
of their co-worker who has no spouse. 
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Although on the surface discrimination on the basis of marital status 
may seem improper, such discrimination is widely accepted for benefit plans 
and especially pension plans. For example, the Canada pension plan realizes 
the need for efficient use of available resources and provides only for a 
spouse and orphans benefit to be payable on death of a contributor. The same 
principle should apply to pension plans registered under Bill 170. Once again, 
we recommend the deletion of section 54 from draft Bill 170. 


The need for uniform legislation in Canada cannot be overstressed. Quite 
apart from the additional costs associated with administering a pension plan 
subject to different legislation in three or four provinces, there is the 
danger of plan coverage being withdrawn from those persons who happen to be 
resident in a province with a minority of plan members. Again, we could 
probably draw the possibility that plans being established could well be 
established only in those provinces having the most favourable legislation. 


In the CIA submission, it is indicated that uniformity should apply to 
not only the general meaning of the provisions of the acts but also the 
language of the provisions. By way of a simple example, in the case of the 50 
per cent cost-sharing rule, Alberta, Manitoba and the Pension Benefits 
Standards Act all provide that no more than 50 per cent of the cost of the 
contributory pension benefit be financed by the employees, a pretty important 
distinction. ; 
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As for some of the specific areas where we would recommend adjustment to 
provide for uniformity, I will.mention two. One is the 50 per cent rule and 
the ability provided under the Pension Benefits Standards Act to substitute 
for that 50 per cent cost ‘rule minimum index benefits indexed to. inflation. 
The institute feels that this is a desirable feature to have in the 
legislation and supports the PBSA handling of this situation. 


In terms of pre-retirement death benefits, there also should be more 
uniformity. Again, we say that pre-retirement death benefits shovld be 
available to the spouse only, as provided under the PBSA, and we stress that, 
instead of having the full value of the deferred benefit payable on death 
prior to retirement, an amount in terms of 60 per cent be payable on death 
prior to retirement, to eauate with the joint and 60 per cent benefit provided 
by Bill 170 and several of the other acts for death benefits after retirement. 
“This 60 per cent is incorporated into Alberta's Pension Benefits Act and in 
the PESA for persons who reach early retirement. 


At this point I will turn it back to Mr. Woods to wrap up. 


Mr. Woods: Section 89 diminishes reliance on actuarial expertise in 
respect to funding and other related actuarial valuation work in carrying out 
the purpose and specific requirements under the act. Clause 89(2)(a) has given 
broad powers to the Pension Commission of Ontario to decide whether 
assumptions and methods are inappropriate for a pension plan. The commission 
might decide that the assumptions and methods ere inappropriate even if they 
are in accordance with generally accepted actuarial principles. 


It is fundamental under generally accepted actuarial principles that the 
assumptions and methods should be appropriate to the design of the pension 
plan, the demographics of the beneficiaries and the particular circumstances 
for which the actuarial valuation is prepared. In our view, clause 89(2)(a) 
should be dropped and a new clause 89(2)(b) be worded so that a report is 
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submitted, "which is appropriate for the pension plan and is prepared in 
accord with generally accepted actuarial principles." We have suggested some 
specific wording in our submission for your perusal. 


Subsection 89(3) adds specific powers to the commission to specify 
assumptions or methods or both to be used in the preparation of the new 
report. We believe that these powers go far beyond what is necessary and 
warranted. In our view, the commission should certainly have the powers to 
insist that a new report be prepared and be in accord with generally accepted 
actuarial principles. However, the formulation of the assumptions and methods 
is best left to the plan actuary operating in accordance with the standards of 
practice of the institute, backed as these are by a review and disciplinary 
process. 


We would, therefore, welcome a change to the legislation indicating 
that, in cases where the commission is dissatisfied with any plan reports, the 
commission submit the report to the institute which shall then be responsible 
for determining whether the report is in conformity with generally accepted 
actuarial principles. 


To this end, as our president has indicated to you, in addition to the 
standards committee which issues standards for our members, we have a 
committee on review that is available to the commission and is ready to 
provide opinions as to the appropriateness and correctness of an actuarv's 
work. We also have a committee on disciplinary procedures, which has the power 
to take sanctions, including expulsion from the institute. 


This ends our formal presentation, Mr. Chairman. I apologize; we have 
gone over the allotted 15 minutes. We welcome any questions you or members of 
the committee may have. 


Mr. NeClellan: Pirset,~al. would. like: to-.thankeathevansta tute, 
particularly for the document on multi-employer pension plans, which I am sure 
the committee will find helpful. We have already had some representation about 
the shortcomings in the bill as it applies to MEPPs. I think your contribution 
will be helpful to us. 


The one thing that has not been touched by anybody--and maybe I could 
ask for some help from this deputation--is the area of tax benefits to 
corporations for pension contributions. I realize we are entering into 
something that is cosmically complicated and a real swamp, but can you tell us 
in a nutshell, or as precisely as humanly possible, what kinds of tax 
advantages are available to corporations under federal income tax law for 
pension contributions, if any? 


Mr. Woods: Yes. The question is, what tax benefits do corporations 
have under the Income Tax Act? Corporations are able to deduct contributions 
to pension plans as a business expense. If the corporation is in a tax-paying 
status, that will encourage employers to put funds away efficiently for the 
retirement security of their employees. 


Mr. McClellan: Are there limits? 


ir. Woods: Definitely there are limits as to pensions and the amount 
of contributions. Basically, the contributions are subject to an actuarial 
certificate. Contributions cannot be made, for instance, if the plan is in a 
surplus position, defined by the act as being greater than two times the 
employer's contribution for the year. 
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Perhaps my colleagues have something to add to that. 
Mr. Pelletier: I think you have covered it. 


Mr. McClellan: I guess the only limit is whether there are surplus 
funds up to a certain level. In other words, if somebody is astute and 
discovers that surplus accounts are building up, it would be in his corporate 
self-interest to try to reduce that surplus in order to qualify for his 
business expense deductions. 


Mr. Pelletier: Not really, because if there are no contributions 
made, no deductions can be taken. From the Department of National Revenue's 
point of view, limits are at two levels. First, the plan cannot be registered 
unless it contains some specific limits on benefits. Then the amounts of 
contributions that are needed to fund those benefits are subject to a limit, 
as described by Mr. Woods. If an emplover does not make a contribution because 
he is in a surplus position, where there are no contributions made for that 
year, his taxable income is presumably bigger. 


Mr. McClellan: Is it possible to generalize about the way most 
pension contributions are taken for tax purposes? In other words, is it fair 
to say that most employer contributions are written off as business expenses 
against taxable income, in your experience? What is the historical pattern?’ 


Mr. Woods: I think it is fair to say that most contributions to 
pension plans for the private sector have been deductible. Of course, when you 
deal with pension plans of nontaxable entities, such as associations and 
hospitals, that is irrelevant. 


Mr. McClellan: Our concern is with: the private sector. 
1440 
Mr. Chairman: Any other questions? 


Mr. McClellan: Does the ministry have any data on tax 
deductibilities from corporations that could be shared with members of the 
committee? Obviously, we are talking about an offset that none of the 
corporate deputations so far have volunteered to share information about. 


Hon. Mr. Kwinter: A member of the pension commission said that they 
do not have that information. 


Mr. McClellan: I am not surprised. I was wondering if your ministry 
does or if the Treasury does. 


Mr. Chairman: We can pursue that later and see if we can get that 
information. The actuaries have the same kind of protection as my accountant 
does, I can see by listening to some of the things you have read. I am really 
intrigued by the fact that you say it is fundamental that the particular 
circumstances for which the evaluation was prepared be brought into force. 
That is great. Do you ever get into trouble? Never, eh? 


Mr. Woods: I do not know if "never" is the right answer there. 
Definitely one thing I would like to reiterate is that the institute has 
adopted standards of practice which every member of the institute has to 
adhere to. 
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Mr. Chairman: I am pulling your leg a little bit, but there is no 

group in society like you and accountants with the kind of protection you have 
on a day-to-day basis. I will maintain that, and you can argue with me later 
if you like. It is always with generally accepted principles. You know that 
line you get from your auditor or your accountant. It is great, is it not? We 
have it here at Queen's Park. We do not have any problem if we say what we 
want to sav in the House or in these committee rooms, but if I go outside the 
door and say it, then I have problems. You know what I am saying, do you not? 


Mr. Woods: Yes, I think that, like accountants, we feel that these 
matters are best left to the professionals who are supposedly competent and 


not left to those who are not professionals to judge whether the matters are 
in accordance. 


Mr. Chairman: I think I come in the latter group. Any questions? 


Thank you for your presentation. Good material. As Ross McClellan has 


said, we will be able to use that in our clause-by-clause consideration of the 
bit. 


Mr. McClellan: Some of it. 


Mr. Chairman: I said we would use it, Mr. McClellan, and you said, 
"Some of it." I know what you are saying. 


The next presentation is from Canadian Pensioners Concerned Inc.: Mrs. 
Woodsworth, Mrs. Orr and Mr. Huggett. 


CANADIAN PENSIONERS CONCERNED INC. 


Mrs. Woodsworth: Thank you for the opportunity to come before you 
todav. We represent the Ontario division of Canadian Pensioners Concerned Inc. 
It is an organization of about 10 vears now and it was organized, in fact, to 
do the very thing we are doing today, to address itself to the needs of 
elderly citizens for adequate pension income. We have other concerns, but that 
is our basic concern. 


Here we are 20 years after organization, appearing before this committee 
of this province on a bill to reform pensions. We welcome this, because in 20 
years there has been very little change--some, but very little--and about half 
the elderly of Canada live below the poverty line. They have their old age 
security pension, plus guaranteed income supplement, plus guaranteed annual 
income system, maybe a little bit of savings, and maybe not. 


The majority of those persons are single and the majority of them are 
women. They are not in poverty because they were improvident. The women, 
particularly, are in poverty because they were full-time homemakers and 
housewives or because they worked only part-time and, in general, received 
very poor wages as women. 


We appreciate the thrust of the present government towards pension 
reformy.ltiis ureenst, mot tinatentowi. sw aftectthosesof us _from.Canadien 
Pensioners Concerned who are appearing before you, but it is basic to the 


welfare of many of us, our sons and our daughters, your sons and daughters, 
and perhaps to some of you. 


The 2lst century is approaching very auickly, when a sizeable proportion 
of our population will be elderly, and provisions must be made for them. Here 
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today are Audrey Orr and Howard Huggett from our board of directors. They will 
be speaking for us today. 


Mrs. Orr: We would like to start our presentation by stating our 
concern for those Ontario residents presently retired and those who will be 
retiring in the next few years. About 10 years ago, the plight of the elderly. 
particularly single women, was a strong driving force towards pension reform, 
and little has happened since to improve their situation. 


In fact, over 60 per cent of older women in Ontario, particularly those 
who are widowed, divorced or separated, living alone and past retirement age, 
live below the poverty line. In 1980, the maximum payment from old age 
security, GIS and Gains for a single person with no other income was $5,427, 
compared to the then Statistics Canada poverty line of $6,549. 


Many of the changes proposed in Bill 170 will take time to work through 
the system. For the next few years, we do not see the situation for the 
elderly in Ontario improving to any great degree. It is ironic that the very 
group of people who caused concern at the beginning of the pension reform 
process still seem to be the group of people unlikely to benefit from it for 
some time to come. 


We would, therefore, like to recommend some Ontario initiatives through 
the Gains program. We should state that we do not want to be seen as endorsing 
this approach as a permanent solution. Conceptually, we have concerns with 
income testing. However, it would be an immediate method of responding to the 
desperate financial situation of many of our elderly residents. 


‘The next century is only 13 years away. We believe the demographic 
changes taking place must be recognized by a deliberate policy to concentrate 
resources on services to the older members of the community. 


As far as Bill 170 is concerned, generally speaking, we support the 
proposals and would like to highlight those that have our support, 
particularly vesting after two years of membership in a pension plan, the 
provisions for portability, 60 per cent of pension for the last survivor, the 
provision for an advisory committee and the provision for more disclosure 
requirements. 


We regret that there is no provision. to make pension plans mandatory in 
the private sector. However, we would mention our support of the proposed pay 
equity legislation, inasmuch as better salaries provide a better base for 
pension income. We also hope that vitimately the earnings of poorly paid 
workers of both sexes will improve. 


We also believe in mandatory indexing of private pensions. As the 
committee is probably aware, ovr organization was one that argued strongly for 
the continuation of OAS indexing. 


We support the present moratorium on ongoing surplus refunds until the 
committee studying this issue presents its report. 


We would like to finish this part of our presentation by saying the tyes 
an organization, we are concerned with the quality of life of our present 
seniors and for those who will be seniors in the future. This is why we are 
taking this opportunity to stress the importance of remembering those who wili 
not immediately benefit from the pension reform proposals in Bill 170. 
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Mr. Huggett: I will direct my remarks to one issue in the matter of 
pension reform, that of the so-called surpluses in pension funds and who owns 
them. This issue is basic to an understanding of such matters as the indexing 
of pensions and who should determine how pension funds are to be administered. 


The point from which we begin is that these funds belong to the 
employees who participate in the plan. The chairman of the Pension Commission 
of Ontario, John Kruger, was quoted in the Globe and Mail on February 135, as 
saying, "Now, people are starting to recognize that pensions are a form of 
deferred wages." We recognized that some time ago and employees, particularly 
the more alert ones, know it also. 


The employees’ contributions from their pay are certainly theirs, while 
the contributions from the employers are moneys held back by the company to 
provide income when retirement comes. That arrangement works to the benefit of 
employers because it encourages workers, particularly the older ones who have 
proven their worth, to stay with the company and continue to contribute their 
training and experience. 


On the other hand, it is evident that many companies believe that 
substantial portions of pension funds belong to them, as is proven by the 
number of times that companies have withdrawn large sums of money from the 
funds, often without telling the employees about it. That is why it is so 
important to understand why so much money is there to be shuffled around. It 
is there because few pension plans have any provision for indexing. 


Robert Brown, an actuary and associate professor of statistics at the 
University of Waterloo, supplied some interesting figures to the Toronto Star 
on January 4, 1987. The professor pointed out that for a time in the 1950s, 
the inflation rate was almost zero and interest rates were in the three per 
cent range--a traditional long-range, inflation-free rate of return on 
investments. At that time, Professor Brown estimated that an employer with an 
$100,000 pension fund for a retiring employee could have bought a pension of 
$8,377 a year with 15 years of guaranteed payments. Today, an employer could 
provide the same pension with only $65,574 because the insurance company from 
which the pension is bought is earning 9.5 per cent on the money. 


That is why these large amounts of money are sitting in pension funds, 
labelled as surpluses. They should have been committed to paying higher 
pensions to compensate for the erosion of pension values by inflation. Even at 
our present rate of inflation, about 4.4 per cent, the professor points out 
that purchasing power is cut in half every 16 years. 


Canadian Pensioners Concerned welcomes the fact that the Pension 
Commission of Ontario has, for the time being, placed a moratorium on any 
paybacks to companies from the pension funds of their employees, but there are 
plenty of cases of companies that have stopped putting any of their money into 
the plans. That, too, should be stopped until new guidelines are established. 


We are encouraged that the Ontario government is willing to take the 
lead in Canada in protecting the income of retirees from inflation. We trust 
that it will press on, in spite of strong opposition from the business 
community. Pensioners have already learned that privileged groups never give 
up an advantage without a fight. The doctors of this province proved that with 
their campaign to retain extra billing. They warned that the government's move 
to end overcharging would wreck the health care system, just as businessmen 
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are now telling us that any move to indexation would cripple company pension 
plans. 


Last June, the Ontario Legislature approved an NDP resolution that 
called for a law requiring that surpluses in private pension plans be used to 
protect against inflation. This resolution received support across the House 
with 12 Liberals and three Conservatives voting for it, and it was carried by 
37 votes to 24. At that time, the present minister for pensions, the Minister 
of Consumer and Commercial Relations (Mr. Kwinter), went on record as saying: 
"The will of the House will prevail. There are serious implications, but if it 
be the will of the House, so be it." We are confident the Pension Commission 
of Ontario has noted that resolution, and we urge Mr. Kwinter to carry out the 
will of the House. 


Information supplied by officials in the pension management field has 
also helped to explain how such surpluses come about. Ralph Loader, president 
of Pension Finance Associates, which tracks the investment performance of such 
funds, stated in an interview with the Toronto Star for its issue of February 
24, 1986, that, "A healthy fund hopes assets will stay 1.5 to two per cent 
ahead of liabilities...but for 10 vears we have seen surpluses of seven to 
eight per cent." 


In the same issue, B. J. Vincent, actuarial consultant, quoted figures 
relating to a study of the performance of $7.3 billion in assets of 74 pooled 
pension funds. Mr. Vincent stated: "For those investing regularly every month, 
the most common practice, last year's lowest return from the stock market was 
12.3 per cent, the median 21.3 per cent. One quarter of the pooled funds got 
24.3 to 35.4 per cent.” . 


Data such as those prove how important it is to the interests of 
employees that they be well represented on the boards that administer these 
pension funds. Therefore, we strongly urge the Pension Commission of Ontario 
to draw up plans for ensuring such representation. we doubt that anyone in 
this room would, on a private basis, continue for decades paying substantial 
sums of money to an organization without receiving periodic reports on the 
state on the fund and a firm commitment as to how much he would get back at a 
future date. 


As to the degree of indexation required, we note that both Mr. Peterson 
and Mr. Grossman have indicated a preference for 60 per cent. Mr. Rae has 
endorsed the concept of 100 per cent. We certainly agree and would urge that 
the commission plan for full indexing. Even a formula of 80 per cent 
indexation would allow considerable erosion of the pension's value over the 
years. 


Furthermore, we suggest that pension plans should be funded by equal 
contributions from employees and employers, the minimum being specified. There 
should be provision for the employee to contribute more if he so desires. If I 
might add a personal note, I was fortunate enovgh while I was working to be 
enrolled in such a plan, and on a number of occasions I contributed 
considerably more than was required by the rules of the pension plan. It paid 
off in that I got considerably more in the way of income when the time came tO 
retire. Many of the other employees did the same thing. 


Finally, we strongly believe that until the indexation formula has been 
put into operation and employees have a strong voice in the administration of 
their pension funds, there should be no handing back to companies of any 
moneys from pension funds. At the present time, the Pension Commission of 
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Ontario, as we have already pointed out, has declared a moratorium on such 
payments. That policy could be changed at any time, and we would very much 
prefer to have this ban spelled out in the law. 


We are very pleased and grateful for the opportunity to appear before 
this committee and trust that you will give our presentation full 
consideration. 


Mr. Lane: I appreciate your coming to tell us about your concerns 
because when I look at the numbers of people out there, I see that people 
older than 65 are probably the group that has the most problems in so far as 
income goes today. I am one of that group. 


Most of us have come through a period of time in the 1930s when there 
was not enough to live on, let alone to make any provisions for a rainy day. A 
good many women, particularly, never did get into the work force and many men 
worked for companies that had no pension plans, so I would think that you are 


in the group that probably should be and is most concerned about the situation 
that exists today. 


I notice that you mention the changes proposed in Bill 170 will take 
some time to work through the system and that you do not see any great help 
coming from Bill 170 for retired people in the foreseeable future, and then 
you refer to a change in the guaranteed annual income system program. Would 
that be the only way you would see some immediate assistance? 


Mrs. Orr: Yes. That seemed to us to be the most immediate way that 
something could be done, although, as we say in the brief, we do have concerns 
about income testing.as a means of bringing people up to a decent standard of 
LAVine « 7 


Mr. Lane: Could you elaborate on income testing a wee bit more? 
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Mr. Lane: Can you elaborate on income testing a bit more? 


Mrs. Woodsworth: I think it is the only way we see for the province, 
with its responsibilities, to respond to immediate needs. 


Mr. Lane: You are saying the guaranteed annual income system should 
be, in effect, an immunity, so if there is a change, then go to the income 
testing of some kind to-- 


Mrs. Orr: Basically, we do not see anything helping for the people 


who are currently in a bad situation. We think there will be people who will 
continue to be in a bad situation, simply because of the time it will take for 


the changes to have an impact on people who will be retiring in the future. 


We looked at the guaranteed annual income system program as a way of 
doing something immediately for those people who seemed to have been forgotten 
in all this talk about pension reform, as a program that was elready in place 
that could be used. Although, in itself, as I say, we have concerns about a 
mechanism that relies on income testing to provide people with adequate income. 


Mr. Lane: You are thinking in terms of the Gains program for the 
short term? 
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Mrs. Woodsworth: We should say that, currently, we are urging other 
measures to care for that present situation. 


Mr. McClellan: I must thank the Canadian Pensioners Concerned for 
very solid advice, and also say how nice it is to see Mrs. Woodsworth again. 
Mrs. Woodsworth is one of the distinguished pioneers in the day care movement 


in our province and has had a long and distinguished career here in the city 
OL-“Toronto. 


I do not know what to add to the concern Mr. Lane raised with you, 
except to ask whether you were aware that the two-year vesting provisions 


which replaced the 10-year service and the age-45 rule are not retroactive in 
the bill. 


Six years ago, we had a select committee on pensions that made the 
recommendation for a change of the 10-and-45 rule. The main reason was that 
the superintendent of insurance of the day advised us that, because of the 
stringency of the 10-and-45 rule, only about 10 per cent of pension 
contributors ever actually get to collect a dime in private pension benefits, 
so that the 10-and-45 rule is something of a scam and a ripoff and serves 
simply to siphon money from pension funds into surplus accounts, because every 
time somebody loses his employer's share, it just goes back into the 
employer's ledger. 


I am afraid, unless there are some changes in the bill and the minister 
makes two-year vesting retroactive, it is going to be even longer than you . 
anticipate before we-see any benefit to our citizens and a whole generation, 
even those in their 30s, certainly in their 40s and 50s, will not benefit 
substantially by Bill 170, because all money that is invested in pension funds 
as of the effective date of the bill will remain subject to the 10-and-45 rule. 


I do not know whether you were aware of that when you made your 
presentation. 


Mrs. Woodsworth: Thank you for bringing that to our attention. 


Mr. McClellan: I am sure that is something you might want to give 
some thought to. I assume the minister himself has given some thought to 
whether or not it makes sense. I certainly think it does to make the two-year 
rule retroactive to cover all active pension plan members, so that at least 
that one provision of the bill will be effective and not require another 
generation before it comes into effect. 


Mrs. Woodsworth: As we pointed out, we are very concerned that, in 
the meantime, there is virtually no help forthcoming for people in poverty, so 
measures such as Mr. McClellan is suggesting, and any other this legislation 
could bring forward, would certainly need to look at the seniors below the 
poverty line. It is really out of fashion to let people starve. We are going 
to have to keep people alive some way. We had much better do it with the 
dignity of a decent pension scheme. 


Mr. Chairman: There being no further questions, thank you very much 
for your presentation. 


The next presentation we have is from GBE Associates, Mr. Seltzer, Mr. 
Sutton and Mr. Bentley. We have their submission before us. Please proceed. 
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Mr. Seltzer: I would like to thank the committee for the opportunity 
to make a presentation to you today. My name is John Seltzer. I am chairman of 
the board of GBB Associates Ltd. On my left is Barry Sutton, a fellow of the 
Canadian Institute of Actuaries and our president and chief executive officer. 
On my right is Wills Bentley, a special consultant to GBB since his retirement 
as superintendent of pensions for Ontario. 


GBB Associates Ltd. is one of the largest actuarial and pension 
consulting firms in Ontario. In the written presentation that we have given to 
you, we have listed some of the major corporations among the 200 companies for 
whom we the act as pension consultants. We are not representing these clients 
in this submission; the list is merely given to you as an indication of the 
extent of our involvement in the pension industry in Ontario. It covers a 
great many larger corporations with thousands of employees covered under 
pension plans. 


GBB feels that many of the reforms proposed in Bill 170 are long 
overdue. These include earlier vesting, portability, survivor protection, 
improved eligibility and extended disclosure requirements. 


There are, however, certain provisions in the new act and regulations 
which we feel require modification. These include the new funding requirements 
and some of the antidiscrimination provisions. 


However, our main concerns are proposals on possible inflation 
protection and treatment of surplus which we feel constitute an attack, which 
we hope is unintended, on defined benefit pension plans. What we would like to 
do is concentrate our discussion on those particular points and I would like 
Barry Sutton to present our views on these matters. 


Mr. Sutton: Some people will disagree with our concerns about the 
possible replacement of defined benefit pension plans by money purchase 
pension plans. In this regard, we think it is useful to recall some of the 
history of the development of private pensions in Canada. 


In the 1940s and 1950s, when most of the longer-running pension plans 
were established, they were primarily money purchase plans. However, employers 
found that these plans did not meet their requirements to provide adequate 
retirement income to their emplovees and so, during the 1960s and 1970s, most 
employers switched to defined benefit pension plans. 


In particular, money purchase pension plans fail to deliver adequate 
retirement income to employees who wish to retire early. If the money purchase 
plan is designed to provide an adequate level of retirement income at age 65, 
the amount of income for people retiring at earlier ages will clearly be 
inadequate. However, under a defined benefit plan you can design early 
retirement benefits to provide little or no reduction for early retirements, 
to provide bridging benefits between early retirement date and age 65 and to 
allow for such provisions as 30-year unreduced retirement. 


It is our opinion and the opinion of virtually all our clients that the 
defined benefit pension plan is the best way to deliver adequate retirement 
income to their employees and that it should form the basis of their 
retirement program. Therefore, we are opposed to legislation that would 
discourage the establishment or continuation of defined benefit pension plans. 
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We feel that the proposals for mandatory inflation protection would do 
this. We believe that the costs of imposing inflation protection on defined 
penefit pension plans would discourage employers without pension plans from 
implementing them and would encourage employers with defined benefit pension 
plans to either reduce benefits or change their plans to money purchase 
pension plans to avoid the added and uncontrollable costs of inflation 
protection. 
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There have been some comments in the media on the costs of inflation 
protection. On Saturday, I saw a cost quoted as low as one per cent of 
payroll. Obviously, a number of people have been saying that inflation 
protection is quite affordable and others have stated that the private pension 
plan sponsors have not really determined the costs of inflation protection. We 
disagree with these statements. We have estimated the costs of inflation 
protection for the plans of most of our clients and the cost is high. 


If we assume that long-term investment yields are eight per cent, we can 
easily determine the costs of inflation protection assuming average rates of 
inflation. For instance, if average inflation is four per cent per year, 
adding full inflation protection would increase pension costs by about one 
third. This means that if a pension costs nine per cent per annum, inflation 
protection at an average rate of four per cent per year would increase costs 
by three per cent of payroll, from nine per cent to 12 per cent. This is the 
total cost. If the basic pension costs were split 50-50 between the employer 
and the employee, and employee contributions were not increased, the employer 
would be looking at a cost increase from four and a half per cent of payroll 
to seven and a half per cent of payroll, a cost increase of more than 65 per’ 
cent. 


One further point that is not mentioned quite often is that most cost 
increases refer only to future service benefits. If you make indexing 
retroactive and require the indexation of past service benefits that have 
already been funded, the cost increases could easily be doubled. 


There have been arguments made that indexing can be paid from 
inflationary investment yields earned by the pension fund. History has shown 
that this does not work too well. There is little correlation between average 
pension fund investment yields and inflation. In fact, some of the highest 
average investment yields of pension funds have occurred during the past four 
years when inflation has been relatively low. 


As inflation rises, pension funds have difficulty maintaining earnings 
in pace with inflation, and that is because they are holding a portfolio of 
relatively low-yielding securities that were purchased before the rise in 
inflation. Some groups are also asserting that pension fund surpluses should 
be used to meet the costs of indexing. It seems to us thatwthisei svamvery 
haphazard approach to the problem and the probability of a person's pension 
being protected against inflation becomes a matter of luck. 


The result of imposing inflation protection, as has been suggested, is 
that employers who are already spending the most money on pensions and 
providing their employees with the best pensions would have to pay the 
greatest increase in cost. Their employees, who are already getting the 
highest pensions, now would get even better pensions and receive the most 
inflation protection. Employees with lower or inadequate pensions would 
receive lower amounts of inflation protection, and of course, employees with 


G-16 


no pensions would receive no inflation protection and their employers would 
not be facing any increased cost. It seems to us that this result is the 
opposite of what you should want. If more money is to go into the private 
pension system, it should be directed to those groups of employees who have 
low benefits or no benefits. 


Another concern is that many employers are just not willing or are not 
able to face the increased costs. At best, they will reduce benefits to avoid 
significant cost increases. This would certainly be our recommendation to 
clients who are not prepared to increase their financial commitment to their 
pension plans. Many employers might even go further and terminate defined 
benefit pension plans and replace them with money purchase pension plans under 
which the only way benefits can be indexed is for the employee to take a 
reduced initial benefit. 


We believe that the consequences of inflation are a general problem for 
society. The problem cannot be solved by attempting to force private 
employers, who voluntarily provide defined benefit pension plans, to pay the 
cost of post-retirement inflation protection for those employees who already 
have the best retirement incomes. 


Another concern we have is proposals that have been made in regard to 
use of surplus. Under defined benefit pension plans, employers have the 
complete liability for deficiencies that develop in a pension fund, and as 
such we feel that the ownership of any surplus that develops as a result of 
employer contributions to the pension fund should belong to the employer. If 
they do not, employers will do everything in their power to avoid both the 
surpluses and the deficiencies. 


There is a perception that surpluses are a result of windfall investment 
yields that have accrued to pension plans. We believe there is nothing 
accidental about investment returns being earned by many pension funds. Most 
plan sponsors spend time and money establishing and executing investment 
strategies for their pension funds and take risks to maximize investment 
earnings. If they cannot receive any benefit from the higher investment 
yields, there will be no incentive for them to take these investment risks 
that could result in deficiencies they would have to fund. Without taking 
these risks, there would be withdrawals of significant investment funds from 
the Canadian equity market. 


Besides investment returns, there are many other factors, such as 
mortality, early retirement rates and rates of salary increases that can 
create surpluses or deficiencies in pension funds. Obviously, there will be 
variations in actual experience from the estimates that are originally made by 
the actuary. These variations cause surpluses if the experience turns out to 
be better than actuarial estimates, and cause deficiencies if the experience 
turns out to be worse than the actuarial estimates. 


Up until this point in time, most pension plan sponsors have used 
estimates of future experience that were more unfavourable than their best 
estimate. This means they contributed more money than their best estimate of 
the required amount to provide added security for the members of the pension 
plan. Because of this deliberate overfunding, surpluses were more likely to 
develop than deficiencies. This was not a concern to plan sponsors since they 


were operating on the assumption that they would benefit from any surpluses 
that developed. 


Another reason surpluses have developed in recent years is the actions 
of the pension commission that essentially require plan sponsors to put more 
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money into pension plans than are really needed. In 1980 and 1981, long-term 
interest rates were in excess of 16 per cent; however, the pension commission 
would not allow the plan sponsor to assume that the pension fund would earn in 
excess of eight per cent. Contributions were therefore much higher than 
required and surpluses developed as a result of this deliberate overfunding 
forced on the plan sponsors by the pension commission. 


The pension commission requirements on funding of experienced 
deficiencies can also create surpluses. As an example, take the plan that had 
no surplus or deficiency at the beginning of a period. If at the end of three 
years, investment experience was below the assumed rate, a deficiency would 
have developed. The pension commission requires that the employer start 
funding that deficiency over the next five years. Assume that during the next 
three years the investment experience was better than expected, so the fund 


made back all the investment deficiency that developed during the first three 
years. 


At the end of six years, the fund would be in a surplus position because 
of those deficiency payments, even though the experience over the six-year 
period was exactly as expected. It is difficult to see what right plan members 
have to this type of surplus. 


We feel that if plan sponsors cannot benefit from surpluses, they will 
take actions to reduce their risks or to transfer the risk to the employees 
and to avoid, where possible, the development of any surpluses. These actions 
would include organizaing their funding to minimize contributions so that 
surpluses will be less likely to develop; switching to money purchase plans 
where all risk is borne by the plan member and the employer's contributions 
are fixed; and purchasing annuities from insurance companies. 


Insurance company contribution rates are typically lower than the 
minimum funding rates required by the pension commission for a 
self-administered pension fund. By purchasing annuities, the risk is 
transferred to the insurance company and therefore the only party that will 
penefit from surpluses will be the insurance company. Also, since insurance 
companies typically invest assets for annuity purchases in fixed-income 
investments, this would create a significant shift of investment capital from 
equity investments to fixed income investments. 


In summary, we believe that the existing rules on surplus withdrawal 
other than the current moratorium provide adequate protection to plan members. 


The new bill has made some changes to the funding requirements that we 
are pleased to see. In particular, we are pleased that the commission is 
recognizing the importance of a solvency evaluation. However, in our opinion, 
the provisions in Bill 170 do not go far enough. There are still a number of 
requirements for funding pension plans on an ongoing basis along with the new 
solvency requirements. We feel that the commission's only concern should be 
that a pension fund is solvent; that is, that there are sufficient funds in 
the plan to provide all the benefits earned to date if the plan is terminated. 
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Funding requirements should be established to continue to maintain the 
solvency of a pension plan that is already solvent and to quickly reach 
solvency for a plan that has a solvency deficiency. As long as the pension 
funding meets the solvency requirements, we feel there is no need for the 
Pension Commission of Ontario to concern itself any further with the patterns 
of funding adopted by the plan sponsor. 
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We would also like to comment on some of the discrimination provisions 
in Bill 170. The revised act and regulations contain a number of provisions 
relating to discrimination that we feel are not consistent, and in some cases, 
pou practacel. 


Section 535 provides that in order that benefits do not vary by the sex 
of the employee, the plan may have to provide that the employer contributions 
vary by the sex of the employee. In other words, when looking at 
discrimination because of sex, the Pension Benefits Act requires equal 
benefits rather than equal values or contributions. However, section 54 
provides that where a plan provides for a joint and survivor benefit to a 
married employee, the value of the benefit to a single employee must be the 
same as the value of the joint and survivor benefit payable to a married 
employee. The only way the values can be equal is if the single employee 
receives a larger pension benefit than the married employee. This type of 
requirement will only discourage the provision of joint and survivor pensions 
at no cost to the employees. 


We feel that to eliminate discrimination in benefits, the logical 
approach is to provide equal benefits. Tactics such as providing larger 
pension incomes to single employees than to married employees do not seem to 
make any sense to us. 


In conclusion, we assume the government wishes to encourage the growth 
of the private pension sector, and in particular, of defined benefit pension 
plans. We also assume the government would prefer that pension funds be as 
well funded as possible to enhance the security of members’ benefits. 


In order to meet these objectives, we believe the current rules on the 
withdrawal of surplus and the use of surplus should be continued. Inflation 
protection should not be mandated for private pension plans. Minimum funding 
requirements should be related strictly to maintaining or reaching a fully 
solvent pension fund determined on a plan termination basis. 
Antidiscrimination provisions should be based on providing equal benefits and 
not equal contributions or values. 


Thank you for the opportunity to make the presentation. We would be 
pleased to answer any questions. 


Mr. Lupusella: On page 8 of your brief, you emphasize the principle 
of solvency deficiency created by plan amendments or the establishment of a 
new plan that should be allowed to be funded over 15 years instead of over 
five years. I accept the principle of your statement due to the fact that 15 
years of contributions, of course, will produce more pension for the person 
who is going to retire, rather than considering the five-year period required 
under Bill 170. Am I correct or am I reading your statement wrongly? 


Mr. Sutton: We think that allowing 15 years of funding of 
improvements will encourage employers to make these improvements and will make 
them more affordable. In the long run, pension benefits will be approved at an 
earlier time and people will get better benefits because of that. 


Mr. Lupusella: So there is no disagreement in relation to that. The 
only disagreement is between the 15 years and the five~year period required 
under ‘Bi 11) Ae7O2 


I know for a fact that in Europe they use the so-called voluntary 
contribution to the private plans, especially for some people who are not 
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employed by the same company for a long period. They are able, by law, to make 
contributions to the plan even though they are not employed by the same 


company. Do you favour this particular option or do you think it is out of 
touch? 


Mr. Seltzer: My view is that there should be as much encouragement 
as possible for individuals to save for their own retirement, whether that is 
through tax advantages, plan provisions or mandated ability of individuals 
actually to make contributions. In principle, I think we would accept the idea 
that employees can put up more money to provide more benefits under a plan. 
Where we might add a bit to that is that you do not usually get that unless 
there is some other encouragement. It is either a tax deduction or some 
matching from an employer. 


In that area, while we have been concentrating and Bill 170 concentrates 
on pension plans, there is a growing employee benefit that is called savings 
plan or capital accumulation plan that does precisely that. It persuades 
individual employees to make contributions to the plan because by so doing 
they get a tax deduction or a tax deferment and a matching or some percentage 
of the employer's contributions. That already is occurring. If you shift your 
focus from just pension plans to the total provision for retirement income, 
there is this sector that is growing. 


Hon. Mr. Kwinter: I want to comment briefly on page 7, just as a 
clarification. We have always used a figure that the surplus has to be 125 per 
cent of the liabilities and that is what you are saying here, but I do not 
want members of the committee who may not be familiar to think it is only 25 
per cent of the liabilities. It is in fact all the liabilities plus a buffer 
of 25 per cent. wa, £ay 

Nrvesutton:eThatras correct. 


Mr. Chairman: How is the Ontario pension benefit scheme? IS: ia 
pretty good? 


Mr. Bentley: Are you talking to me? 
Mr. Chairman: Yes, I thought 1 was. 
Mr. Bentley: I did not quite get the question. 


Mr. Chairman: I just wondered how the Ontario pension benefit scheme 
is. 


Mr. Bentley: Do you mean after retirement? 
Mr. Chairman: Yes. 


Mr. Bentley: Well, I am still alive. You will notice I had to guit 
shaving. 


Mr. Chairman: Very good. Thank you. Enjoy your retirement, as such; 
you are working now. 


Mr. Bentley: Not as much as I used to. 


Mr. Chairman: The last presentation for today is by the Wyatt Co. My 
secretary is away here. Do we have Mr. Brown? 
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Mr. Brown: Yes, and Mr. Christie. 
Mr. Chairman: That is it? 
MP. browns: (nate ts. it. 
Mr. Chairman: Please proceed. 
Wear aco: 


Mr. Christie: We are pleased to have an opportunity to present our 
comments. After listening to the last group present and also the Canadian 
Institute of Actuaries earlier this afternoon, I realize you are faced with 
the third or fourth group of actuaries in the program and I am afraid our 
comments, which I believe you have in front of you in a handout as well, are 
very similar to the ones you have just heard. 


We would like to look at some particular issues, but first of all to 
point out that clause 97(b) of Bill 170 puts on the pension commission the 
responsibility to promote the establishment, extension and improvement of 
pension plans in Ontario, very desirable aims, and Bill 170 and many of its 
features of pension reform are consistent with this objective. 


We believe the earlier vesting, the automatic post-retirement spouse 
benefits, the minimum interest standards for employee contributions and more 
flexible retirement ages, for example, are improvements that are generally 
acceptable to plan sponsors and will enhance the Goethe system in Ontario. 


We are concerned, however, that the total. ehpset of Bill 170 could lead 
to the opposite result, a cancellation of pension plans in Ontario and a 
curtailment or cutback in the benefits provided by them, which is certainly 
not the purpose and not the intention, I am sure, of your committee or your 
Legislature. 


L550) 


We would like to look at particular issues. I know some of them have 
been covered by the other people. We will start off with the plan 
administration and the burden the act places on small businesses especially. 
There is a significant increase in administration under the act. Some of it is 
required because you are adding earlier eligibility, so there will be more 
people coming into the plan, and earlier vesting, so there will be more people 
terminating with vested benefits where they have to be looked after through 
calculations and given some form of benefit certificate even if they are in a 
noncontributory plan. At present, for example, in a noncontributory plan, a 
person leaves without vesting and there is really little or no administration. 
He is told he has not served long enough to get a benefit and that is it. 


With the earlier vesting, you will now have a lot more terminations 
where they have vested benefits and, under the provisions of the bill and the 
regulations, the employee will be given, first, a statement that he is 
entitled to benefits and then a calculation of the amount of the benefits as 
well as a calculation of the value of those benefits and details on how, 
through the portability provisions, he can transfer them outside into another 


plan. It may also involve employee counselling as to what he has to do with it 
and so on. 


For a person whose business is making widgets, pension plan reform is 
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going to add a great burden of administration in both the number of 
transactions to be processed, the paper flow involved and the complexity of 


it, the number of calculations he has to process and the complexity of the 
whole operation. 


One of the other aspects that is one of the smaller details in the act 
is the proposal for a monthly accounting for employee contributions and the 
interest credited on such contributions. In effect, where you are running a 


contributory plan, with the provisions in the bill, you are running a savings 
account for employee contributions. 


Most plan sponsors do not have a system in place to account for employee 
contributions and the interest on those on a monthly basis. They are going to 
have to put in a complex system to administer a contributory plan. Again, if 
you are manufacturing widgets, it is not your business to run these sorts of 
systems. 


Mr. Chairman: Nobody is buying widgets, so what is the problem with 
the companies that manufacture widgets? 


Mr. Christie: We point out that contributions to a pension plan are 
not meant to be short-term savings. 


The previous group also mentioned that the legislation continues the 
requirement for going-concern valuations. It adds a new requirement for 
solvency valuations and in many cases the sponsors will have to do these 
calculations even though they are not contemplating the windup of the pension 
plan. Again, an extra set of calculations is involved. 


The act requires many more items to be disclosed. In most cases, they 
are desirable and we are in favour of them. In some cases, we question whether 
they are necessary and they may have a negative impact on employee relations. 


For example, a plan sponsor, even though he has no intention of winding 
up his plan, has to report every year to the employee what would happen to the 
surplus if there was a surplus in the plan ANA shecdua wine t Up. Leta like 
having the province give a statement to each property owner in the province 
every year saying, "If we were going to expropriate your land or your property 
to put a highway through here, this is what would happen; these are the 
procedures we would follow." You would not want to send a statement to every 
property owner each year saying what would happen if you expropriated land or 
if you were going to put a highway through there, because it would upset the 
taxpavers. 


Similarly, the employer does not want to tell the employees every year, 
"Ryven though we have no intention of winding up the plan, if we did, this is 
the sort of thine that would happen." It is going to upset the employees 
without giving them any security. 


We also point out that Bill 170 reguires a lot more information to be 
available on reauest. It is no longer sufficient to have a current copy of the 
plan document on file; you have to have all the previous documents and all the 
previous amendments and everything that has ever been filed with the Pension 
Commission of Ontario. For many plans, the information is not available. The 
plan sponsor will not be able to meet the requirement. 


We point out there are more taxes and expenses involved. Last year, the 
government raised the fees required for registering pension plans and for 
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filing annual information returns. This year, the taxes to support the pension 
benefits guarantee fund have been increased. No longer are the taxes placed 
only on plans with unfunded liabilities. Every plan in Ontario will now be 
assessed a tax based on the membership in the plan. 


Also, because of the extra administration, the costs of administration 
have increased. The external expenses of a plan sponsor are likely to be 
increased. Actuarial valuations are more complex. More annual statements, 
rather than triennial statements, have to be provided to the employees. 


For many sponsors, especially the small businessman, it may be hard to 
justify the continuation of the pension plan in the light of the increase in 
administrative expenses. The administrative expenses may in some cases amount 
to 30 per cent to 40 per cent of pension costs for a small employer. You are 
placing a very significant administrative burden on him in this legislation. 


Mr. Brown will deal with the issue of the surplus. 


Mr. Brown: We would like to deal with the issues of surplus and 
inflation protection. You have already heard this afternoon, and presumably 
several other times, about concerns expressed on the issues of surplus and 
inflation protection, simply because ownership of surplus and surplus refund 
questions have become highly contentious issues at present. 


We are concerned that some of the considerations of this topic tend to 
stray away from the main issue at hand. I think it is very important that 
people understand what the issue concerned with a defined benefit plan is 
about and the reasons for surplus development and indeed the consequences of 
any action that might or does restrict the availability of surplus refund. 


It is important to recognize that the key objective of a defined benefit 
plan is to provide a certain amount of promised benefit under the plan. This 
goal is normally achieved through good funding policy, good plan design to 
target the benefit effectively to the employee and legislation to ensure 
compliance. We think if all the benefits are properly funded, if the plan is 
properly designed and if there is legislation in place to protect the 
individual, then the surplus should be entirely at the discretion of the plan 
sponsor in terms of its disposition, subject of course to any provisions in 
the plan that may override this. 


For example, there is really no reason a plan sponsor and employees, 
whether through the process of a collective bargaining agreement or not, would 
not wish to ensure that all funds in the pension plan vest in the employees 
completely. That should be something that is either at the plan sponsor's 


discretion or at least subject to agreement between the plan sponsor and the 
employees. 


There have of course been inequities in the system when we think of the 
pension reform process. The good parts of pension reform are doing a lot to 
remove those inequities, such as earlier vesting and improved interest on 
employee contributions, to the extent that it should not be necessary, in 
fact, to allocate surplus funds to an employee. 


As pointed out by the previous presenters, there is often 
misunderstanding of where and how surplus arises. We want to emphasize two 
main areas where surplus comes up. One is conservative funding. We define 
conservative funding as the use of actuarial methods and assumptions which are 
likely to result--they do not necessarily do so in bad times--in more money 
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being contributed to the plan than is actually needed to finance the promised 
benefits. This is often the result of concern by the plan sponsor for the 
security of his employees. 


But, as has also been pointed out, it sometimes results from 
restrictions placed on funding by the Pension Commission of Ontario and its 
guidelines, which do not allow a plan sponsor to recognize current conditions. 
In that case, some plan sponsors have either consciously contributed or even 
been forced to contribute more to the plan than they would otherwise have done 
and they are now denied access to the surplus that has developed. 


The second main reason for the development of surplus, and perhaps the 
one which most people key into, is that of experience. Most surplus has arisen 
recently because of favourable investment experience. That is the development 
of surplus that everybody is getting upset about, but there are other 
experience reasons. 


Favourable demographic experience can result. The demographic 
assumptions are those where we try to anticipate how many people are going to 
live and how many people are going to die, who is going to terminate 
employment, who is going to stay in employment, when people retire, who is 
going to become disabled and so on. We can only make guesses as to what we 
think is going to happen. Of course, we go wrong in terms of actuarial 
funding, so experience gains or losses occur. An experience gain results in 
surplus; an experience loss results in deficiency. 


If there is an experience loss from an incorrect demographic assumption, 
does that mean the employees should share in it and make up the cost? 
Normally, it is the employer who does so. Therefore, we think the employer is 
entitled to the surplus that accrues from experience gains. 
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You must also remember that we have had several years of good investment 
experience. It is easy to forget the bad years of investment experience, 
particularly the middle 1970s when inflation rates were very high and 
investment returns were very low, many pension plans went into severe 
deficiency situations to the extent that the pension commission was at that 
time forced into changing its rules to provide for less onerous funding 
requirements. Those rules remained in effect for many years under the test 
valuation procedures and have now just been replaced or are in the process of 
being replaced under bill 170 by the solvency valuation procedures. Therefore, 
wé think an employer is entitled, subject to the terms of the plan, to the 
plan surplus as much as is reguired to fund deficiencies. 


An employer should not be penalized because he deliberately decides to 
provide extra protection by funding conservatively, because he will not. He 
will not fund conservatively if he knows he cannot get his money back. He will 
fund at the minimum level possible and that will result in perhaps underfunded 
pension plans and certainly the greater risk of insolvency and certainly the 
greater risk of a drawdown from the pension benefits guarantee fund. 


We think reasonable restrictions on plan sponsors to protect the pension 
rights of members are appropriate. It might look very attractive in the short 
term to try and stop surplus withdrawal, but it will be counterproductive in 
the long term. We think any regulation that could be viewed as a form of 
confiscation of surplus ultimately will undermine the solvency of pension 
plans and result in plan terminations. 
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On the issue of inflation protection, we agree with most other people 
that inflation protection is highly desirable as long as it is affordable. 
Plan sponsors, however, are extremely concerned about the additional and 
unpredictable costs of mandatory indexing. 


From our experience, we know that many plan sponsors have provided ad 
hoc adjustments in benefits after retirement, perhaps often less than the full 
increase in the consumer price index but, generally speaking, ad hoc indexing 
is acceptable to plan sponsors because it is based upon affordability. 
Mandatory indexing requires upfront payment of funds to provide for something 
which is unpredictable and uncertain. Ad hoc indexing means that increases in 
benefits are provided as and when funds are available. 


We have heard much about excess-investment-return-type approaches to 
inflation protection and they can be useful, but they are not a magical 
panacea or solution to the issue of inflation protection. It is simply a 
different method of allocating the available resources that are there. 


Indexing is extremely expensive; that is, mandatory, additional add-on 
indexing. It is a substantial extra benefit and that cannot be disguised 
however you go about providing it. 


Furthermore, the cost of providing automatic indexing is the greatest 
for the most generous plans. Is it fair or appropriate that those employers 
who provide the most generous plans should be hardest hit by the addition of 
indexing? If the objective is improvement of pensions, particularly for those 
plans which provide less generous benefits, perhaps it would be better to work 
towards an increase in the benefit levels rather than add-on indexing. 


There is no requirement for an employer to have a pension plan; it is a 
voluntary instrument. So the concerned employer, the one who provides a 
pension plan, the one who provides a generous pension plan, is going to be 
hardest hit by the issue of additional inflation protection. His competitor, 
who does not provide a pension plan, will not be so disadvantaged. 


We think many employers will not accept mandatory indexing. The costs of 
indexing are too high and too unpredictable. They will cut back in benefits or 


they will even terminate plans if an acceptable solution cannot be found to 
this problem. 


Mr. Christie: We would like to turn to two other issues. First is 
the timing and there are two pieces that we talk about here. 


Pension reform legislation was originally promised by the government 
early in 1986. We are already into April 1987. We feel it is unlikely that 
Bill 170 will receive third reading before the beginning of June. The 
regulations will probably come out some time after that. In our opinion, it is 
impractical to make the legislation effective January 1, 1987. It makes much 


more sense to move to January 1, 1988, without retroactivity to January 1, 
1987. 


Although we have known what is coming in the legislation, have had many 
discussions with our clients and other plan sponsors about it and have had a 
general understanding of what would be included in it, in both the act when it 
was first introduced and the draft regulations there have been new items 
added. Every time we turn around there seems to be some new wrinkle in the 
legislation. Most plan sponsors do not want to go through the amendment 


process two or three times. They want to make the amendments once and have 
them done with. 
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We feel that to do the job properly they should have three to six months 
of lead time after the legislation is introduced to implement the amendments. 
If the legislation were passed before the summer, then by January 1, 1988, 
most plans could meet the deadlines with very little trouble in making the 
amendments. 


The second timing aspect that we wanted to touch on was the collective 
agreement situation. I know you have already heard about this one from other 
submissions. Subsection 19(2) of Bill 170 provides an exception for a pension 
plan that is governed by a collective agreement. In the way I read it, it 
seemed to be quite reasonable that if you bargain for pensions, you do not 
have to implement the changes until the agreement runs out or until a date 
three years down the road, whichever comes first. 


From what we have heard from the pension commission, we understand that 
is not the way it is going to work. You do not have to change the document, 
but you still have to apply the pension reform provisions as if the agreement 
were changed on the date the act comes into effect. We think the legislation 
should be clearer, should recognize the collective bargaining process and 
should allow the deferral of implementation of pension reform until the 
collective agreement expires or until some reasonable date such as January l, 
1990, or something like that. 


Our major concern, which I am sure comes out in our presentation today, 
is with the future of pension plans in Ontario. We think Ontario has a good 
system of private pension plans. Most plans are well-run, well-financed, sound 
plans. They are delivering on the promises that they make. The pension reform 
movement and Bill 170 in particular will correct some of the deficiencies that 
are in the legislation right now. The age-45-and-10 vesting was referred to: 
earlier. Of the members of private plans in Ontario, 90 per cent have vesting 
at 10 years or earlier without regard to age. The 45-and-10 is so obsolete 
that plan sponsors have recognized the obsolescence for years. 


There are other similar characteristics that plan sponsors have already 
recognized. Many plans already have automatic surviving spouse benefits at 
retirement. If you are married, you must elect a surviving spouse option 
unless you and your wife sign off, which is the gist of what your legislation 
is doing. 


The good parts of pension reform will be adopted easily and the 
legislation will bring all plan sponsors into line with those things that good 
plan sponsors are already doing. We feel that properly defined benefit plans 
will continue to be the most effective mechanism available to provide pension 
penefits; however, the future of such plans is uncertain as a result of 
pension reform and also because of what your friends in Ottawa are doing with 
tax reform. 


Defined benefit plans involve much more administration than a defined 
contribution plan and they tend to reduce contribution room under the tax 
proposals for registered retirement savings plan tax deductions. Administering 
and funding any group pension plan, even a defined contribution plan, is 
becoming too complicated, too uncertain, too difficult and too expensive, 
especially for the small employer. 


Many employers are considering winding up their plans. Several of our 
clients have asked us about winding up the plans. Without a pension plan, 
those employers--I believe in one of the earlier submissions you heard last 
week, the consulting actuary making the submission said that if there are 
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fewer than 500 employers, he would not recommend to an employer to establish 
any pension plan. I certainly would not be recommending to my smaller clients 
to establish a pension plan. 


The alternative is that you can provide for retirement savings through a 
group registered retirement savings plan. Such plans are not regulated or 
controlled by provincial pension legislation. They do not have to cope with 
regulations such as unisex, automatic spousal benefits, indexing, annual fees 
and pension benefit guarantee fund taxes. Why would you want to establish a 
group pension plan if you could provide retirement savings through a similar 
vehicle, through an RRSP? 


ESO. 


One of the key things, if our expectations are realized and employers do 
switch from defined benefit plans, not to defined contribution plans but all 
the way to group RRSPs, is that the Ontario government will lose its control 
over a significant portion of the retirement savings of its citizens, because 
those plans are controlled by the federal government and not by the Ontario 
government. 


We strongly believe that the additional costs arising from pension 
reform and the administrative burden will cause plans to terminate or at least 
to cut back on benefits, and the spectre of indexing is causing concern among 
many major clients of ours. In our opinion, if Bill 170 is passed as it now 
stands, it could result in a cutback in plans. We are concerned that pension 
reform in Ontario could result in fewer plans providing smaller benefits to 
fewer plan members. That is not a very desirable picture for pension reform. 


-Hon. Mr. Kwinter: I have two questions. In your last statement, you 
said that if Bill 170 is enacted as it now stands, it would trigger 
abandonment of some plans. Are you saying that even without the indexing, 
there are concerns that you think will force people to leave it? 


Mr. Christie: As it now stands, yes. 

Hon. Nn.) Kwanters But: the indexing is not. init, 

Mr. Christie: I know. 

Hon. Mr. Kwinter: But you are saying as it now stands. 


ir. Christie: I think the administrative burden is causing problems 
for small employers. There are things that have been pointed out. Most 
sponsors are willing to accept some additional administrative costs, and the 
desirable parts of the legislation; but when it comes to the unisex, when 
section 54 talks about the post-retirement adjustment for single employees, 
where you have to provide the same value of benefits as you do to a married 
employee, that just adds to the complexity of the plan and the difficulty of 
understanding what is going on. 


I think there will be switching to defined contribution plans in any 
case and I think there will be some switching right out, even without the 
indexing. 


Mr. Brown: I think that would be emphasized by the changes in the 
tax laws that are going on at the present time that would tend to encourage 


defined contribution plans, whether they be defined contribution pension plans 
or RRSP type approaches. 
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With the pressure on individuals through the tax mechanism to know what 
they can contribute to an RRSP in future years from the annual statement they 
will receive from the Department of National Revenue, and perhaps the lack of 
room that may be made available through the existence of a defined benefit 
plan, will create added pressure on employers to at least move away from the 
defined benefit plans that they offer.. It is not a very difficult proposition 
for them, given the other difficulties that will exist from the administrative 
point of view. 


Hon. Mr. Kwinter: I have one last thing I want to get on to the 
record. it has been mentioned a couple of times. I do not know whether my 
colleagues on the committee understand, but when you talk about companies ad 
hoc topping up their pension benefits, I want to make sure the members 
understand that does not come out of the pension plan, that is not out of 
surplus. 


Mr. Brown: Yes, it would, for sure, but it could be done either way. 
It could be done through increases out of company revenues but, typically, we 
would expect that ad hoc increases would come out of pension plans either from 
surpluses or perhaps from a decision by a plan sponsor to put some more money 
into the plan to provide for increases in benefits. The important thing is, 
though, that it is more at the discretion of the plan sponsor as to when the 
funds are available to make that increase. 


We should also indicate that ad hoc indexing can refer not only to 
post-retirement adjustments in benefits but also to pre- -retirement adjustments 
in benefits, either to members who left the company and remained entitled to a 
deferred vested pension or to. active members of the plan who participate in a 
career average earnings type of plan, where the employer will use available 
funds, whether already in the pension plan or not, to provide upgrades or 
additional benefits to-the members of the plan. 


Hon. Mr. Kwinter: But I am talking about people who have already 
retired and have received top-ups. These come out of assets of the company as 
opposed to the plan. 


Mr. Brown: Not necessarily. They would often come out of the pension 
plan, especially at a time when surplus has developed. 


Mr. Lane: When you started your presentation, I thought you were in 
favour of Bill 170 but were saying it should be kept in a more simple form and 
it was going to be expensive to administrate, even though there was no 
indexing in the bill. By the time you got through, I decided you were not in 
favour of Bill 170 at all. Was I right in the first instance or the last 
instance? 


Mr. Christie: I believe in the first instance. Most of the things in 
Bill 170 we heave no problems accepting and most plan sponsors do not have 
problems accepting. 


Mr. Lane: Is there a way to keep it more simple than the present 
bill so it will not be so expensive to administer, other than what you have 
mentioned here? 


Mr. Christie: You have had submissions from other groups already 
today that have filled out a lot of the details on it. 


Mr. Lane: I am trying to get your opinion. 
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Mr. Brown: I think our feeling is that as long as it is kept simple, 
as long as it is not overdone and we can resolve the difficult problems 
concerning the issues of surplus and inflation protection, then Bill 170 can 
provide a very strong mechanism for the future of pension plans in Ontario. We 
have to be extremely careful that it just does not tip things over a cliff and 
go the other way, but certainly we are in favour of continued pension plans. 
We have to be. Our livelihood depends on it. 


Mr. Lane: You prefer that it be moved ahead to January 1, 1988, as 
opposed to going back to January 1, 1987? 


Mr. Brown: That would make more sense, simply from a practical point 
of view. It may be very desirable to go back retroactively to January 1, 1987, 
but as time moves on--and time passes very quickly--we will be in a position 
before we know it that it will be impossible to implement the thing on time 
anyway. 


Mr. Lane: One way of keeping it simpler would be to move it ahead 
rather than move it back. 


Mr. Brown: Yes, and the other thing is perhaps to reduce some of the 
unnecessary administrative obligations that are being imposed by the bill in 


its current form. 


Mr. Pollock: Do I take it that Wyatt Co. does not manage pension 
plans for people? You are just consultants for pension plans. 


Mr. Christie: We are employee benefit consultants, actuaries 
advising clients on pension plans and benefit plans. 


Mr. Lupusella: You do a lot of’ work for the Workers’ Compensation 
Board as well. 


Mr. Brown: That is correct, yes. 

Mr. Pollock: But you do not actually handle the monev for them. 

Mr. Christie: No. 

Mr. Pollock: How do a lot of the plans compare with the Ontario 
municipal employees retirement system? You have likely heard of OMERS, which 
is a municipal plan. 

Mr. Brown: Yes, indeed we have. We are, in fact, actuaries to OMERS. 

Mr. Pollock: You advise them and-- 

Mr. Brown: Yes, we do, on the actuarial funding requirements. I 
would say that most private pension plans are not as well developed or as 
generous as OMERS is. 


Myron sPolloeck? It isa volunteer plan, stnouch, vs at not? 


Mr. Brown: It is compulsory for all employees of employers who 
participate in OMERS. 


Mr. Pollock: In other words, if they both volunteer, then they have 
a plan? 
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Mr. Brown: All public service employees of the municipalities are, 
in effect, covered by the plan. 


Mr. Pollock: All municipalities, regardless? 


Mr. Brown: No, I think there is an option provision that 
municipalities do not have to be covered, but they cannot have any other plan. 
The only plan they can participate in is OMERS. 


Mr. Pollock: And you are saying it is a relatively good plan. 


Mr. Brown: It is an extremely good plan. I should say it is typical 
of the public service sector type of plans. It compares equally with the 
Public Service Superannuation Act, the teachers’ fund, the Ontario Hydro plan 
and the hospitals of Ontario pension plan. They are all very similar. They 
provide very similar benefits, and they are excellent examples of plans which 
have matured and provide an extremely good level of benefits. 


Mr. Pollock: Does Bill 170 affect plans such as OMERS in any way, 
shape or form? 


Mr. Brown: Tremendously, from an administrative point of view. It is 
going to impose an extreme obligation in terms of compliance, as it is on any 
of the large employers, whether public service employers or not. There is 
going to be a real scramble to try to keep track of the administrative 
obligations of Bill 170. I suspect that, whatever Bill 170 says, it is going 
to be two or three years before employers are in a position to comply with a 
_ lot of its requirements. 


Mr. Pollock: What do you mean by cdnaniehes Ciba? Just Rene Be 
Mr. Brown: Just paperwork. Just pushing paper around, yes. 

1600 
Mr. Pollock: You cannot see any major advantage in that then? 


Mr. Brown: Obviously, there are advantages in improved 
administrative systems, and I think they will come in time. We have been 
talking about pension reform and what it will bring for many years. I suppose 
employers, generally, could probably be accused of not having come along as 
fast as they perhaps should have in terms of meeting whatever it is they are 
likely going to be meeting when pension reform finally comes through. 


I think we have been going through the process so long that a LOtTEOL 
employers in the private sector, certainly in my experience, are saying: 
"Look, we simply cannot do anything until we know where we stand. When we know 
where we stand, then we will make our decisions as to whether we are going to 
keep the plan that we have going in the same form, whether it needs 
restructuring or whether we are going to continue to have a plan." 


They feel they cannot start making those decisions until they know what 
they have to deal with. We have been dealing with a moving target now for so 
many years that I think people want the target just to stop moving before they 
actually make some decisions. The trouble is that the target stopped moving at 
January 1, 1987, and we are already into April 1987. 


Mr. Pollock: I believe this gentleman mentioned that he would 
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recommend that anybody with fewer than 500 employees would not get involved in 
the pension plan business. There are not be a lot of employers with more than 
500 employees in Ontario, are there? 


Mr. Christie: I was actually quoting a previous presenter from last 
week when I quoted the 500 employees. 


Mr. Pollock: Since you are familiar with the whole setup, though, 
there are not a lot of employers with more than 500 employees, are there? 


Mr. Christie: There are a significant number. I do not know about a 
Outre 


Mr. Brown: There are also a significant number with fewer than 500 
employees, of course. 


Mr. Pollock: Oh, surées-by far. 


Mr. Brown: I think the size of the plan at which there is a cutoff 
may be in question. I think a properly designed and structured plan with fewer 
than 500 employees can survive quite well in a reasonable environment. 


Mr. Pollock: But with computers now, are you saying that if the 500 
figure were in there, the computer business could help, that it could click in 
there if you had more than 500 employees? 


Mr. Christie: It is more the existing arrangements. For example, it 
would be very difficult for General Motors to get out of the pension business 
because of its long history of existing arrangements and what it is in. But if 
you are talking about a company with 100 employees, it may be able to get out 
of the pension business guite easily by giving the employees an alternative 
arrangement that is easier for the employees to understand, simpler to 
administer and looks the same. It may not produce the same benefits, but it 
looks good. You do not have to sell the new plan to as many people. 


Mr. Pollock: Am I correct in‘ saying that inta lot ofthe plans,°it 
used to be that you could get your money back out of it up until the first 10 
years? Is that right? 


Mr. Christie: Under the present law, you can get it out until age 45 
and 10 years of service. 


Mr. Davis: I will be very brief. First, I do appreciate your coming 
and giving us the briefing. Your idea around timing is very logical. I find 
that sometimes politicians are not too logical and, lately, I have found a lot 
of politicians are not too logical because everything we have done lately is 
retroactive, even back to 1976. 


On disclosure, does that mean that the government would have to 
disclose, for example, each year what it would do with the excess in the 


teachers' pension fund? 


Mr. Christie: I believe the teachers’ pension fund has been made an 
exception to Bill 170, so the government does not have to disclose. 


Mr. Davis: Why would the minister want to do that? 


Mr. Grande: Ask him. 
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Mr. Davis: Are there any government pension areas where the 
government would have to declare what it is going to do with the surplus each 
year? 


Mr. Erown: I suppose that is an interesting point. There are a 


number of pension arrangements that are run by the government, including your 
own, of course. 


Mr. Davis: I thought that was interesting too. 
Mr. Brown: Presumably, it is subject to Bill 170. 


Mr. Christie: I do not think your own would be, but OMERS is at 
present subject to Bill 170. 


Mr. Davis: That means that every municipality would have to declare 


what it is going to do with the surplus at the end of each year, according to 
Biel eL (Oe 


Mr. Brown: Actually, that is an interesting thing in that one of the 
problems OMERS has to deal with is that OMERS and the 1,066 or whatever it is 
employers that participate are really, in a way, joint administrators of the 
plan. There are certain obligations that are perhaps being imposed that I 
think will be almost impossible to comply with. 


In that sort of situation, the central message would come from the OMERS 
organization itself, as opposed to the employers, but it would come through 
the employers. They, in turn, would be responsible for disseminating 
information to the employees, and also of course, disseminating information 
from the employees back up to OMERS. } 


Mr. Davis: The minister might like to comment on whether the pension 


areas that come directly under the control of the government would also fall 
under disclosure. 


Hon. Mr. Kwinter: I am going to call on Gemma because there are some 
areas that we look after and other areas we do not. She will know that and 
will be able to comment on it. 


Mr. Chairman: Gemma, can you please take a chair up here so we can 
record what you are telling us? 


Mrs. Salamat: The Pension Benefits Act binds the crown, and 
therefore the disclosure required for private sector plans will also be 
required for public sector plans such as OMERS and the public service 
superannuation plan. So if there is a requirement for plan documents to 
include who owns the surplus, that will also be a requirement for plans like 
the teachers’ superannuation plan. 


Mr. Davis: I would like to clarify this. We can clarify it over the 
next few days, Mr. Chairman. 


Mr. Chairman: You may have to, but go ahead. 


Mr. Davis: In the brief before us it says, "For example, even though 
a plan sponsor has no intention of winding up his plan"--or her plan or in 
this case the government's plan--"the draft regulations would require the 
sponsor to report annually to the employees regarding the use of surplus if 
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the plan were wound up." Is that section of Bill 170 incumbent upon the 
government? Would it have to do that to all the employees whose pensions it 
sponsors? 


Mrs. Salamat: As part of the annual disclosure information to 
employees, there is a provision relating to surplus ownership, and the 
statement of who owns that surplus must be reported to employees on an annual 
basis. It is part of the comprehensive annual disclosure requirement to 
employees. 


Mr. Davis: Just a minute. I understand that, but that is not what 
this section is saying, unless I am misunderstanding what is written here in 
front of me on page 3. It says that what the sponsor has to do is to report 
how that surplus would be used if the plan were wound up. I understand what 
you are saying about who owns the surplus, but does that section of Bill 170 
apply to the government as well? I do not know which pension plans you look 
after. You tell me superannuation is out. 


Mrs. Salamat: No. All the plans, including the teachers, the public 
service and OMERS, will be subject to the Pension Benefits Act in just about 
every respect. 


Mr. Davis: Okay. Under Bill 170, would the Minister of Education 
(Mr. Conway), the present minister, if he is looking after the teachers' 
superannuation plan, have to indicate to the teachers how he would disburse 


the surplus if he were to wind up the plan each year, as is prescribed in Bill 
LO 


Mrs. Salamat: The actual disclosure requirements are covered in the 
regulations and are not in Bill 170. Bill 170 sets out the principles and 
things that a pension plan should include. The actual disclosure requirements 
are covered in the regulations. In the regulations, there is a statement of 
who owns that surplus. 


Mr. Davis: I am going to come back at it, Mr. Chairman. 


Mr. Chairman: I suggest that would be a good idea because you are 
really into clause by clause. 


Mr. Davis: With all due respect, I do not understand it clearly, so 
I will look at the bill, but it seems as if there is going to be a rule for 
the private sector and a rule for the public sector. I would just like to 
clarify it because I am not understanding it. 


Hon. Mr. Kwinter: The impression I got is that there is not going to 
be a separate rule. 
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Mrs. Salamat: There are no separate disclosure requirements for 
public sector plans. 


Mr. Pollock: I have just one supplementary. Is OMERS in a surplus 
posi tion. 


Mr. Brown: Yes, it is at the present time. 


Mr. Chairman: I had said this was the last presentation but that is 


Cees 


not correct. It was the last one on the first page. The last one for the day 


is by Douglas W. Grey who is both a private citizen and a president. Am I 
right? 


Mr. Grey: I am president of the Toronto Typographical Union. 
Mr. Chairman: Please continue. 
DOUGLAS W. GREY 


Mr. Grey: I will be brief. There is just one point I wish to touch 
on here, one that concerns a number of our Canadian members, specifically 
myself as a citizen and also as the president of the Toronto Typographical 
Union. It has to do with a majority of trustees being Canadians on the jointly 
trusteed plans. I come before the committee as the president of the Toronto 
Typographical Union, Local 91. I am familiar with the pensions and benefit 
plans within our union. 


Just to touch on a bit of history, back in 1964 I was locked out by the 
Globe and Mail along with others at the Toronto Star and the Toronto Telegram. 
Following that dispute, the courts ruled that the collective agreement was 
null and void, which included the noncontributory pension plan. As a result, 
the locked-out employees lost hundreds of thousands of dollars in pensions. 
That and other employer abuses brought about the present pension legislation 
we now have that protects workers' rights to their pensions. 


Now employers have found new ways of using the pension funds for their 
own gain. You must know that pensions are being used in the merger and 
takeover game in the United States, as well as by companies terminating .record- 
numbers of pension plans to get their hands on excess moneys in the pension 
funds. 


Today I have come before you to request that when changing the pension 
laws, you make it mandatory that the majority of pension plan trustees are 
Canadians and that only Canadian participants are on the administrative 
committee. I do not know if our pension plan is an exception to the rule, but 
it is a multi-employer plan and is jointly trusteed between union and 
management. The five union trustees are all Americans while the five employer 
trustees are Canadians. The trustees then appoint the administrative 
committee, of which the majority are Canadians but are mainly representatives 
appointed by the international union president who then appoints them to the 
administrative committee. 


At this time there is one administrative committee member who is not a 
representative; he is a local president. I also have been appointed to the 
administrative committee, which takes effect April 23, 1987. 


Since the ultimate responsibility of the pension plan rests with the 
trustees and since this is strictly a pension plan for Canadian members, I 
believe that the law should clearly state that the majority of trustees must 
be Canadian and that only Canadians should be appointed to the administrative 
committee. Americans do not understand that Canada is a separate country. l 
have been in our union for over 30 years and have been guite involved. We have 
different laws and a much greater sense of social justice. I believe that we 
should operate our own pension plans the Canadian way, as there are advantages 
to having Canadian trustees that would allow those who have a vested interest 
to participate in decisions that affect Canadians and their own pension money. 


G-34 


I brought a little booklet along. I only had three and I gave two to the 
chairman. I want to read from page 10, "Article 3, trustees, administrative 
committee: The ultimate responsibility for the plan is vested in the trustees 
who shall, however, appoint and maintain a committee to be known as the 
administrative committee, the majority of the members of which shall be 
residents of Canada. The committee shall maintain an office in Canada which 
shall have primary responsibility for the overall operation and administration 
ofathe plan including «... it 0es.son. 


We are very concerned that the number of people who look after our plan 
specifically do not have any money of their own going into the pension plan. 
It is going into the American plan. All the representatives’ contributions go 
to the American International Typographical Union plan, and of the Canadians 
who have money there, there is only one who is presently on the plan who has a 


vested interest. That is our concern and I ask that you address that concern 
in Bidl 170... Thank you for the opportunity to.speak)to.jyou. 


Mr. Pollock: Some of these you are talking about are international 
unions. 


Mr. Grey: This is an international union. That is correct. 


Mr. Pollock: I wondered why you would not all be Canadians on there 
if it was a Canadian union. 


Mr. Grey: It is an international union that has two plans. One is an 
American plan and the other is all Canadian, so there are two plans. 


: Mr. Pollock: Why could you not have'an all-Canadian plan and an 
all-Canadian union? : wk i 


Mr. Grey: I am not Bob White and I do not want to address that, but 


the concern of a lot of the Canadians is that we want to look after our own 
pension plan. We are in a situation, as I said, with all Americans. 


There are numerous advantages to it. Let me elaborate on it a bit. I 
will give you an example. The American plan is not doing as well as the 
Canadian plan. For 10 years, the average percentage on the American plan has 
been about a nine per cent return. The average percentage for the Canadian 
plan in the last 10 years has been 15 per cent. If the Canadian plan is doing 
much better than the American plan, you do not hear a word about it. Do you 
know what I am saying? 

Mr. Pollock: I know exactly what you are saying. 


Mr. Chairman: Is this something that is common to many plans? 


Mr. Grey: In international unions I believe it is common, but I do 
not really know the exact answer to that. 


Mr. Chairman: I notice the book you gave us is your own book. 
Mr... Greys That .isweorrect. 


Mr. Chairman: It would be interesting to find that out, if we could. 
Is there anything the minister wishes to say? 


Hon. Mr. Kwinter: No. I appreciate your comments. 
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Mr. Chairman: It is good to have you come forward. 


Mr. Grey: With all that is going on in this country with Americans 
dominating, I have just about had it. I had a resolution at a Canadian 
conference just a week ago--I was not planning to come to this--and at that 
Canadian conference. the people were talked out of passing a resolution that 
would have put two Canadians on their plan as trustees. They were talked out 
of it because, "There would be so much legal work to do." I am coming before 
you end requesting it. I think it is time we controlled our own destiny. 


Mr. Chairman: I have not seen anybody put up his hand who is anxious 
to argue with you. 


Mr. Grey: I hope not. 

Mr. Chairman: Thank you very much for coming with that point. 

Until tomorrow morning at 10 a.m., that is it. I warn you that on each 
of Wednesday and Thursday, a presentation has been added at 4:30 p.m. You will 


get a new schedule in the morning. 


The committee adjourned at 4:18 p.n. 
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The committee met at 10:05 a.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: We will have the printed submission. The first 
presentation is from the Association of Canadian Pension Management. We have 
Andrea Vincent, the president; Mr. Lee, a member of the board and Mr. Schnurr, 


resource person. Would vou please come forward to the mikes and proceed with 
your presentation. 


ASSOCIATION OF CANADIAN PENSION MANAGEMENT 


Ms. Vincent: Good morning. We thank you for giving us the 
opportunity to present our views today. I am Andrea Vincent, the president of 
the Association of Canadian Pension Management, known as ACPM. 


With me today is Douglas Lee representing the board of directors of ACPM 
of which he is a member. Doug is also manager of the Toronto office of Towers, 
Perrin, Forster and Crosby and he is an actuary. Gary Schnurr, an actuary with 
Towers, Perrin, Forster and Crosby is here as our technical resource person. 


Briefly, the ACPM is a volunteer, nonprofit organization of peopres =” 
engaged in pensions and other emplovee benefit activities within corporations, 
associations and professional organizations throughout Canada. 


We have passed around copies of our submission and of our survey that we 
took recently. 


In addition, many of the details of Bill 170 have been discussed by 
other groups. We will therefore, make our presentation brief. On Pid i7ey, we 
commend the government for taking action to ensure that private pension plan 
regulations are in keeping with society's needs in areas such as earlier 
vesting and improved portability. We also fully support the moves in Bild 4-70 
that deal with disclosure. 


Implementing Bill 170 will be expensive for the private sector, but we 
feel confident that it can be done. 


The commitment made by Ontario, Alberta and the federal government to 
ensure that changes are not retroactive, as well as their move towards 
uniformity is reassuring to the private sector. 


I would like to touch on discrimination based on marital status. The 
intent of this section that would see increased pensions for those who do not 
have a spouse is questionable. Providing an increased pension of eauivalent 
value to participants without a spouse is not consistent with the other 
provisions in the bill which reauire married participants to receive joint and 
survivor pensions. 
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During the long pension debate, a stated government priority has been 
protection of the spouse. The notion of single equivalents has never been 
studied. 


Pre-retirement death benefits are often better covered by insurance 
tailored to meet the specific needs of the plan or the employees. If the 
employer is already providing equivalent death benefits under the insurance 
program, an exemption from this provision should be granted. 


The moratorium on surplus withdrawals: It is one of the biggest issues 
to hit the private sector in the long time that I have been associated with 
it. Under defined benefit plans, the risks associated with investment returns, 
among other things, falls upon the plan sponsor. 


I would like to go back to the 1970s when pension plans had 
deficiencies. Some of them were quite large. There was no question about 
ownership. The corporations were required by law to fund the deficiencies over 
a short period of time. It is astonishing that in the 1980s when there are 
surpluses that we are hearing nothing about the deficiencies. It is 
shortsighted to deal with today's conditions without thinking about future 
conditions when events of the 1970s can and will return. To expect employers 
to take all of the risks and give away the reward is naive. 


Inflation protection: Past examinations on inflation protection have, 
with the odd exception, seen people clearly divided. Governments, 
quasi-governments, universities and labour unions feel more comfortable with 
their ability to obtain additional financing for programs through tax 
increases, grants, etc. Corporations that have only one way to obtain money, 
by sale of goods or services, are generally not in favour of mandatory 
inflation protection. They know that increased labour costs can make them 
uncompetitive both nationally and internationally. Many have to compete with 
countries, in fact, other companies that are more productive and have lower 
expenditures for statutory benefits. 


Most of the large corporations, and we basically represent the large 
corporations, do however, favour ad hoc increases and most of them grant them. 
Employees, quite a different category, seem to want inflation protection, but 
not if they have to pay for it. 
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Over the past year the Association of Canadian Pension Management has 
become increasingly concerned about the future of the level of defined benefit 
plans in Canada. The concern started with the Dominion Stores court case on 
the surplus issue. We were shocked by the outcome. We then saw tax changes 
that made registered retirement savings plans look very attractive. Finally, 
we saw that Bill 170 was being debated a year after its introduction, and the 
surplus issue and inflation protection were again being put forward as issues. 


We decided to conduct a survey to determine what, if anything, our 
members could do if inflation protection was mandated. Further, we felt it was 
important to know in what direction they might go if the costs of maintaining 
their current levels of benefits became prohibitive. For obvious reasons, we 


did not include union-negotiated plans, those being up to the employer and the 
employees. 


I ask you to turn to the page after page 4 to look at the results of the 
surveys. In the first chart, you will see that the level of response was very 
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high; 340 sponsors responded, many more than we would have expected. They 
responded by telephone, facsimile machine, mail--just about every way you can 
imegine--and they responded auickly. This demonstrated the concern we thought 
was there but could have not verified without the survey. 


We noted, quite surprisingly, that we could not find a distinction in 
the response by plan, size or members covered. We thought some of the smaller 
companies might be more cost-sensitive than the larger ones, but this was not 
borne out. Really, we found there was nothing we could put a handle on. We 
also found that thinking was more advanced on the issue than we had 
anticipated. Obviously, it is a very hot item with the corporate sponsors. 


What was not surprising to us was the level of commitment by the plan 
sponsors to maintain retirement arrangements for their employees. Arrangements 
might take a different form, but there seems to be quite a commitment that 


sponsors would like to do something, bearing in mind that this is a voluntary 
system. 


We will go to chart 2. Again, Gary, if you have any comments, please go 
ahead. In chart 2 we found that a very high percentage of the plans thet were 
surveyed, over 44 per cent, were prepared to redesigned their plans so that 
costs would not increase. The others were undecided, but we left a comment 
section, and they were quick to jump in and make some very critical comments. 
They were saying, "We do not know what we are going to do, but we know it is 
going to be something,” or something like that. They were the big commenters 
in the survey. We have attached some sample comments for your perusal, so you 
can get a better feel for what we were hearing. 


_In chart 3, of those who were decided, we tried to determine who they 
believed would bear the-cost of the ‘additional expense of mandatory inflation 
protection. You can see that an extremely high proportion felt the employees 
would have to bear it in one way or another, be it through reduced benefits, 
employee contributions or something. They were quite decided that they were 
not really prepsred to increase their costs in this level. Many made 
interesting comments about other costs such as Bill 170, equal pay or 
increases in Workers' Compensation Board premiums. It seemed as if they were 
sensitive to increased costs due to other cost structures. 


We then went on, and chart 4 demonstrates this, to try to find out what 
the decided would do. Did they.have a feeling for what they would like to do? 
In chart 4, you can see that 42.9 per cent felt that a reduction in the 
benefit formula would be appropriate. That means going from a two per cent to 
a 1.5 per cent, or a final earnings to a career earnings. Those were the types 
of things they were talking about. 


Converting to money purchase plans was very popular at 27.9 per cent. 
Winding-up of plans--winding-up of formal arrangement plans--is definitely 
there at 4.4 per cent. "Other" is at 18.8 per cent. A variety of people had 
not actuelly made a decision, but some suggested they might cut pack their 
lebour force, so they had other, various suggestions that we could not easily 
classify. My remarks are almost finished, so we can come back to the survey 
afterwards if anyone would like to, if that is appropriate. 


Bill 170 has been a long time in the making. Much of it is very good, 
and I think that people will be able to live with it. We believe earlier 
vesting, improved portability disclosure and better survivor arrangements will 
ensure that the needs of the changing society are met and will help the 
coverage issue. We believe that defined benefit plans have an important role 
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to play, both in the capital markets and for protection for the employees. 
Action must be taken to ensure that employers are treated fairly in the 
surplus issue. This is a very critical issue to us. 


We also believe greater coverage would be more likely obtained through a 
system that is as flexible and uncomplicated as it can possibly be. We 
seriously believe that mandating inflation protection on top of all the other 
changes is going too far. Ad hoc adjustments sre working. 


Governments recognize that inflation protection is too costly and have 
moved to limit inflation components in personal exemptions, family allowance 
and things like that. We believe there are more constructive ways to handle 
inflation protection. If the governments provide a base of old age security 
and Canadian pension plan and employers add to that with private plans and ad 
hoc increases, it seems reasonable to expect employees to participate. After 
all, inflation is everyone's problem. It should not be confined to the 
employers. 


It is reasonable to expect employers to provide jobs, safe working 
conditions, competitive salaries and benefits. A good business practice 
dictates that the employer must remain competitive, both here and abroad. 


That concludes my remarks. We would be pleased to answer questions and 
then, if we feel any issues are missed, we might end with a few comments. 


Mr. McClellan: I do not think I will get into the surplus auestion 
today. I am getting sick of it. In the final paragraph on the first page, you 
mention how grateful the private sector was for the commitment made by. 

Ontario, Alberta and the federal government to ensure that changes are not 
' retroactive. So, on the issue of retroactivity, what do you understand to be 
the nature of Ontario's commitment not to make two-year vesting retroactive? 


Mr. Schnurr: To make the two-year requirement retroactive to 
benefits that have been earned in respect of past service would, in effect, 
change the employer's implied pension contracts that it had made with its 
employees, without remedy to the employer. We feel it is appropriate to make 
the change on a prospective basis. 


Mr. McClellan: I will come back to that, but with respect to the 


nature of the commitment, have you had some communication from the Ontario 
government? 


Ms. Vincent: Are you referring to the original Bill 170 that came 
out on Maren. 57 


Mr. McClellan: Your understanding of the commitment is the language 
of the statute. Is that what vou are saying? 


Ms. Vincent: Yes. 

Mr. McClellan: And no other information or discussion? 

Mrerochnurr: That iearieht. | 

Mr. McClellan: Getting to the issue, I do not understand how you can 
argue that you are altering the contract. Is it not the case that emplovees 


who are not vested are nevertheless expected to give up a portion of their 
wage--their compensation package--and that wages are set aside and put into 
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Mr. Lee: I think you are addressing whether pension contributions 
are deferred wages or an exchange of wages for a benefit. 


Mr. McClellan: No. I am asking just about the practice. Is it not 
the case that whether you are vested or not, a portion of money that would 
otherwise go to your take-home pay is set aside in a pension fund and that the 
money is sitting? 


The employer's contribution on behalf of the employee is deposited in a 
pension account as part of the annual service contribution and sits in the 
fund, drawing interest, whether an employee is vested or not. 


Mr. Lee: The employer makes a contribution. If you are talking about 
a defined contribution or money purchase, there is a direct allocation of the 
emplover's contribution to the employee. If you are looking at a defined 
benefit plan, there is no direct allocation. As a matter of fact, the actuary 
assumes that a certain number of people terminate, and they terminate on a 
basis where there is no vested benefit. There is no direct allocation of a 
specific number of dollars to a specific employee. 


Mr. McClellan: But if somebody is bargaining--Are you saying that 
the actuarial assumptions about turnover rate and things like that go-- 


Mr. Lee: That is exactly what I am saying. Yes, they do. 


Mr. McClellan: We can pursue that with the Canadian Auto Workers 
when it is here tomorrow. 


I gather that you are arguing against any kind of retroactivity in 
vesting. 


Mr. Lee: That is correct. 


Mr. McClellan: That will mean that this legislation will probably 
take almost a generation before it has any effect. 


Mr. Lee: Not really. Are we not talking about the difference between 
two and 10 years? That is not a generation. 


Mr. McClellan: Well, at age 45. The 10-year and age-45 rule 
continues to apply, does it not? 


Mr. Lee: Yes. 


Mr. McClellan: The previous superintendent of insurance, Mr. 
Bentley, told the select committee on pensions when we were holding hearings 
on this issue in 1981 and 1982, that because of the stringency of the 
10-and-45 rule, only about 10 per cent of pension contributors actually 


received a benefit. 





Mr. Lee: I cannot comment on that statistic because I have not seen 
te 


Mr. McClellan: I am just sharing that with you. That is what he 
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indicated to us was the conseauence of the 10-and-45 rule. 


The private sector is coming before us not only arguing against 
inflation protection, but also arguing that we cannot have vesting rules 
changed that have the effect of depriving all but 10 per cent of pension 
contributors of an entitlement to a vested pension benefit. 


Some of us are left asking ourselves where is the beef in this 
legislation? Where is the benefit? 


Mr. Lee: If I might comment on that, we are not debating as to 
whether the two-year vesting is appropriate. It is a question of retroactively 
changing that benefit, and I think it does take time before you make major 
changes. 


Surely you should not expect industry or corporations to solve a problem 
that has existed for a long time in a matter of a year or two. I think it is a 
question of financial responsibility and commitment. 


Mr. McClellan: Sure, but the effect, as I sav, will take many years 
before two-year vesting, which applies only to money invested on the 
pensioner's behalf after--whenever the effective date is now--January 1987, 
January 1988 or whenever that is. It will take a long time before any 
individual receives the benefit of that. 


In the meantime, all money that is currently invested in pension 


accounts escapes the 10-and-45 rule and, presumably, much of it will revert to 
the pockets of the employer. 


Mr. Lee: I do not have extensive statistics, but as a consulting 
actuary, I have certainly looked at a number of what we call age service 
distributions of many large pension plans. Typically, what you see is that the 
aversge age is usually in the low 40s and the average service is eight to 10 
years. If that is representative of the world out there--and I do not know 
whether it is; I am sure there could be or maybe there are studies done--we 
are not talking about a huge length of time before the individual is fully 
vested, not only in the benefits accrued after January 1, 1987, but also in 
the benefits accrued prior to January 1, 1987. 


Mr. McClellan: That does not jibe with the information that was 
provided to us, I assume on the basis of-- 


Mr. Lee: Mr. Bentley was not the predecessor superintendent. It was 
Mr. Maynard, if I remember correctly. I do not know when Mr. Bentley retired, 
but it had to be four or five years ago. ; 


Mr. McClellan: That is when the committee was having its hearings. 
We have been running around this block now for almost 10 years. 


Mr. Lee: I understand that. 


Mr. McClellan: I do not have any other auestions, except to state 
again how much | disagree with you on the basic issue of the property 
question. How you can define an employee's funds in a pension account as 
somehow the property of the employer is beyond me, as much beyond me as if you 
were to say that if I put my money in a bank, the bank manager could draw a 
line at a certain level and say any interest earned on my account above this 
level magically became the property of the Canadian Imperial Bank of Commerce. 
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Mr. Lee: No. I think you have misinterpreted what 1 said. 
Mr. McClellan: I do not think so. 


Mr. Lee: I am not saying that the employer contribution is 
necessarily the property of the employer. I am saying that the employee has 
exchanged the right to compensation for a promise of a benefit in the future, 
and that benefit is going to be paid under certain conditions, much as if I 
pay a life insurance premium and do not die, I may not collect. 


Mr. Guindon: You cannot collect if you die either. 
Mr., Lee: Jt is«ditficult. 


Mr. McClellan: Again, I find it ironic that only the socialist is 
upholding the notion of property value and property rights here. 


Mr. Chairman: I do not believe there are other questions, but you 
mentioned you might wish to sum up. Please do. 


Ms. Vincent: We have heard some comments in the past about the lack 
of coverage, shall we say. We feel the coverage numbers are not totally 
accurate. We do not think the 38 per cent you were hearing the other day 
reflects the actual numbers. We could provide the committee with an update on 
what we think are more realistic numbers, if you would like us to do that. We 
can either send it to you or make it available. 


_ Aside from the coverage issue, I think it is really important--I am very 
interested in Mr. McClellan's views on what people bargain for and what they 
do not bargain for. If the employees or the bargaining people did want 
something more and were prepared to set aside more of their take-home pay for 
it, since it is bargained for, I suspect they could do that. The bargaining 
has not been one-sided. The unions have had say in many of these plans, and if 
they have not elected to go for survivor benefits or two-year vesting or 
whatever, instead preferring to take their money somewhere else, I suspect 
they should be able to do that. People should be able to consume and spend as 
they see fit. 


Mr. McClellan: I think we had a firsthand look at bargaining tactics 
yesterday when the General Motors representatives were in here telling us, on 
the one hand, that they provide inflation protection up to a level of 82 per 
cent for their employees and, on the other hand, that if they were mandated to 
provide the same kind of inflation protection, they would close down the auto 
industry in Ontario. 


That is what I call bargaining clout. I do not how very many people are 
supposed to stand up to that kind of economic blackmail. That is the reality. 
That is where the power relations are, and I am sure you realize that. 
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Ms. Vincent: I think you are underestimating the unions. 


Mr. McClellan: We know from the track record what the strongest 
union has been able to get from the largest corporation. They are saying, "If 
you cross this line, we are prepared to bail out," even though the economic 
argument is quite obviously bunk, since they demonstrate in a minute that they 
are able to provide inflation protection up to a level of 82 per cent. 
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It seems to me that it would be more helpful for folks like yourselves, 
who have the kind of expertise that we and the ministry need, rather than 
coming forward with this kind of intransigence, to say whether there are ways 
and means of devising actuarial systems that cushion the impact. General 
Motors has obviously been able to cushion the impact of providing 82 per cent 
inflation protection for its employees between 1973 and 1983 without affecting 
its profit picture or its competitive position or anything else. 


Ms. Vincent: Do you not have a task force examining that very issue 
right now? 


Mr. McClellan: The task force has been turned into a feasibility 
study by the minister. The task force will listen to the kinds of 
presentations that you and other business interests are making, and I have no 
doubt at all that the task force will come back with the new term of reference 
set by the minister, "Is this feasible or not?" The answer will be no, because 
the entire business and finance community is presenting this scenario of an 
economic end of the world if legislation mandates what many corporations are 
already providing on a so-called ad hoc basis. 


Mr. Lee: May I comment? I will not try to defend General Motors. 
They are more than competent to do that on their own, and I think they did 
that, according to Mr. Sheppard's article in the Globe this morning. I might 
make one comment, however. My firm surveyed, as mentioned in our presentation 
last week, about 250 companies, and approximately 80 per cent of those were 
providing ad hoc increases. The critical point there is that it does depend on 
the company's ability to pay. It is not as though they are doing it all the 
time, nor are they doing it for 100 per cent of inflation. 


The part that concerns many corporations is that they lose control with 
mandatory inflation protection, not that they are not going to do it if they 
can, but that they will have no choice about it. The other alternatives that 
are open to them, such as winding up their plans and going for a registered 
retirement savings plan or changing to a defined contribution, will appear to 
be very attractive. 


The very fact that 146 respondents out of 150 in the Association of 
Canadian Pension Management survey stated that they would not be able or would 
not be prepared to absorb the cost of mandatory inflation has to provide you 
with some kind of an indication of what many plan sponsors are going to do. 


Mr. McClellan: At the same time, this is the same group, 80 per cent 
of which is providing some form of inflation protection. 


Mr. Lee: Exactly. It is a question of whether it is mandatory. That 
is a very key point in the eyes of plan sponsors. 


Mr. Schnurr: It is the guestion of flexibility for the plan sponsors. 


Mr. McClellan: It is a question of power and a question of 
controlling the amortization. I do not think it is beyond the wit of people to 
devise amortization schedules and reconciliations and cycles of adjustment 
that help people to cushion some of the costs so that there is inflation 
protection over time. We know from historical experience that the majority of 
the larger plans do provide inflation protection over time to fairly 
impressive levels. 


Mr. Lee: Exactly. I think if you were to examine this--it is 
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certainly my understanding--if you looked at what had happened, at that study 
we did, approximately 80 per cent of 251 had provided inflation protection 
over the last five years. I suspect that if you look back at the 1970s, when 
it was a question of getting hammered by very large unfunded liabilities, 
there was not a lot of inflation protection at that time. We were talking 
about basic survivel. The headlines we read were the question of whether your 


pension plan was solvent, not a question of whether you were going to get 
another benefit. 


Mr. Schnurr: There is one more point on the question of flexibility. 
We have talked about General Motors; maybe we should talk about Chrysler. If 
Chrysler had been forced to provide mandatory inflation protection a few years 
ago, we might not have a pension plan at Chrysler to talk about. 


Mr. McClellan: That is what GM said would happen. That is what they 
said yesterday. 


Mr. Schnurr: That may well be true. 


Mr. McClellan: There is a big gap between historical performance and 
predictions about future catastrophe that is very difficult to reconcile. I 
have gone on longer than I should have. 


Mr. Chairman: Thank you very much, folks. 


The next presentation is from the Council of Ontario Construction 
Associations. I recognize David Frame, the executive vice-president. You might 
indicate to us the other gentlemen, whose names I have here but whom I cannot 
identify. ; : ; 


COUNCIL OF ONTARIO CONSTRUCTION ASSOCIATIONS 


Mr. Frame: Certainly, Mr. Chairman. As you said, we are COCA, the 
Council of Ontario Construction Associations. To my far right is Ronald 
Littlejohn, who is treasurer of Eastern Construction Co. Ltd. To his immediate 
left is Brian Foote, who is director of labour relations, Toronto Construction 
Association, general contractors’ division. Beside me to my right is Pierre 
Desmarais, who is chairman of our pensions committee and also chairman of the 
Alexander Consulting Group. 


Mr. Desmarais is going to read you our statement, which has been placed 
an front of you. 


Mr. Desmarais: It is a pleasure being here today. I would like to 
say right at the outset that the brief itself does not go into too much detail 
concerning multi-employer plans, but we would like to make a very brief 
presentation at the end of it. 


The Council of Ontario Construction Associations, COCK. Sasy ther orficial 
voice of the construction industry in Ontario. Membership in COCA is through 
43 local mixed construction associations and trade organizations which, in 
turn, represent over 7,000 construction workers of all sizes across the 
province. COCA members include construction contractors, manufacturers and 
suppliers. 


COCA's mandate is to speak for Ontario's largest industry on all matters 
of existing or proposed provincial legislation which might have an impact on 
its members, with the single exception of labour relations issues related 
directly to collective bargaining. 
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The issue of pension reform has been identified by COCA members as one 
which has a significant potential impact on their business operations. The 
construction industry has been generally supportive of both provincial and 
federal initiatives in pension reform, and COCA has participated actively in 
the development of new legislation in this area. 


This brief to the standing committee on general government of the 
Ontario Legislature outlines COCA's general support at this time for the 
provisions of Bill 170, An Act to revise the Pension Benefits Act, and the 
proposed regulations to it. It also comments specifically on certain 
provisions of concern to construction employers and offers reasonable 
modifications which COCA believes will serve to strengthen and enhance the 
objectives of pension reform. 


COCA supports the principles and objectives of pension reform, as stated 
by the government and as developed by Bill 170 and the regulations. 
Construction employers currently work with the government by maintaining many 
private plans with equitable access to benefits by all members. COCA believes 
this should be strengthened and expanded to all sectors of the economy. 


In terms of specific proposals contained in the legislation, COCA has 
carefully reviewed certain sections of direct concern and is prepared to 
support, with limited qualification, the following major provisions. 


Sections 26 to 31, disclosure of information: COCA recognizes that plan 
members and their spouses have the right to reasonable access to information 
regarding their benefits and obligations under the plan. The increased 
disclosure requirements, however, may prove to be costly and may lead to the 
implementation of alternatives, such as group registered retirement Pee 
plans and deferred profit-sharing plans. 
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Subsection 32(2), eligibility: COCA agrees that plan membership should 
be open to both full-time and part-time employees, as defined, after two years 
of service, regardless of age. 


Subsection 34(4), continuation after retirement age: COCA supports the 
provision to allow employees continuing to work after their normal retirement 


age to continue to accrue pension benefits up to the maximum allowable under 
the plan. 


Section 42, early retirement option: A plan member, within 10 years of 
his normal retirement date under the plan, will be able to take early 
retirement and receive an immediate pension. COCA supports this proposal on 
the basis that the pension may be actuarially reduced. 


Section 43, transfer: COCA supports these provisions enabling increased 
portability of plan benefits for plan members entitled to deferred pensions. 
This support is contingent on those vehicles containing similar restrictions 
to those contained in the act. 


Subsections 45(1), (2) and (3), joint and survivor benefits: COCA agrees 
with the provisions to stipulate that where a person with a spouse is about to 
receive the first payment of a pension, the pension must be in the form of a 
joint and survivor benefit, unless both choose otherwise in section 47, 
providing no less than 60 per cent of the pension to the survivor. COCA 
supports this proposal on the basis that the survivor's pension may be 
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provided on an actuarially equivalent basis of the normal form. 


Section 52, payment on marriage breakdown: COCA agrees with Bill M7O-S 
proposals for dividing pension credits on marriage breakdown. COCA believes 
this is a needed clarification to family law reform in this area. 


Subsection 59(2), interest: It is reasonable that interest, at the 
prescribed rate, be credited to employee contributions to their pension plan. 


COCA also supports changes to pension legislation reflecting compliance 
with the Canadian Charter of Rights and Freedoms, such as those barring 
discrimination in pension plans based on age or sex. 


COCA recognizes that its general support for Bill 170 will result in 
some new administrative burdens and increased costs for employers. 
Construction employers, however, are prepared to accept these impacts to 
achieve more perceived equity in private pension plans. 


In order to minimize the additional administrative and cost burdens 
arising out of Bill 170, however, COCA recommends a number of modifications to 
certain specific provisions of the bill. COCA believes these changes can 
moderate cost increases for employers while enhancing the attainment of the 
objectives of the legislation. Modifications proposed are as follows. 


Section 25, advisory committee: COCA does not disagree in principle with 
an advisory committee to monitor administration of the pension plan, but 
recommends that this provision be applicable only to plans having more than 50 
members. To extend the provision to plans with fewer than 50 members will 
create undue administrative and cost burdens to small businesses without the — 
staff or facilities to accommodate the requirements of an advisory committee. 


Section 35, comparable plans for part-time employees: Under subsection 
32(3), part-time employees will be eligible to join an employer's pension plan 
after two years of service at stipuleted earnings levels. COCA supports this 
provision in concert with section 35, which will allow the employers to 
establish separate but comparable plans. 


Section 35 uses the criterion of providing "pension benefits and other 
benefits reasonably equivalent" to those provided full-time employees. COCA 
recommends that the legislation provide more specific criteria defining what 
constitute comparable plans for part-time employees. 


Clause 36(1)(c), right to pension: The minimum vesting period and 
locking-in period are changed to two years' membership in the plan, applicable 
to all pension benefits related to employment after January l, 1987. 


COCA supports the move to two-year vesting and locking in, but 
recognizes that employers might be more inclined to liberalize vesting on both 
a retroactive basis and a prospective basis if the legislation were to include 
a transition period to allow for proper planning and administrative 
adjustments and costs. It is, therefore, recommended that the minimum vesting 
period be five years until January 1, 1992, after which it would become two 
years. 


Subsection 40(3), benefits; 50 per cent rule: Employers will now have to 
fund at least 50 per cent of pension benefits earned by plan members after 
January 1, 1987. COCA can support this provision if it is modified to 
stipulate that the rule is applicable only to plans which do not provide for 
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indexed pensions at prescribed minimum levels. 


This suggested modification parallels the federal policy in the matter 
and recognizes that employers with plans indexed at a minimum level are 
already providing a benefit which is considerably in excess of this. 


Subsection 48(1), remarriage of spouse: COCA agrees with the principle 
that survivor benefits should not be terminated by the remarriage of the 
recipient. However, as a matter of principle, and because there is a 
potentially hidden liability for employers, it is recognized that this 
provision should not be made retroactive to pensions already being paid. 


Subsections 49(1) to (4), pre-retirement death benefit: Section 49 
provides that when a person dies prior to the start of payments under a 
pension plan and is entitled to a deferred pension, that person's spouse will 
receive an annuity equal to the deferred pension. 


While COCA does not oppose the intent of this provision, it is 
recognized as a very costly aspect of pension reform legislation. To help in 
offsetting the financial impact on employers, COCA recommends that the 
legislation should provide for an offset of a payment under a group life 
insurance plan to the spouse as prescribed. 


As well, COCA also recommends that this section of the legislation 
should not come into force until January 1, 1992, to allow for a reasonable 
transition for employers to prepare administratively and financially to meet 
the requirements. 


Section 54, discrimination--marital status: COCA does not agree with the 
proposal to provide equal commuted values to married and single persons on 
retirement. Employers should have the right to provide higher total commuted 
values for married employees in order to provide a spousal benefit. Further, 
we believe that the implementation of this would be contrary to the pension 
reform objective of providing pensions to spouses. 


Subsections 55(1) to (4), pension reductions: Offsets to pensions 
resulting from entitlement to benefits under the Canada pension plan, Quebec 
pension plan and the Old Age Security Act will be regulated by a prescribed 
formula. In the future, reductions from OAS entitlement will be prohibited. 


COCA recommends that further clarification is required to define Canada 
and Quebec pension plan entitlement at termination of service. As well, COCA 
recommends that old age security pensions should continue to be used in 
defining minimum pension entitlement under the pension plans. 


Moving now to issues of a more technical nature contained in the 
regulations to Bill 170, COCA has also thoroughly reviewed specific provisions 
of direct concern. As with the bill itself, COCA supports the overall thrust 
of the regulations. That support is qualified by the modifications proposed 
for the following specific provisions. 


Sections 4 to 11, funding: COCA supports the change in solvency 
standards which will accelerate funding when a plan cannot meet its 
termination liabilities. In fact, the council recommends that these standards 
should be strengthened and should eventually lead to the elimination of the 
pension benefits guarantee fund, as described in sections 83 to 87 of Bill 170. 


The going concern valuation and the rate at which unfunded actuarial 
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liabilities are funded should be left entirely to the plan sponsor, his 
actuary and his accountant. 


Section 24, interest and commuted values: COCA supports the basis 
proposed for interest rates credited to employee contributions and the basis 
used for determining commuted values but notes that the specifics of the 
provisions could result in frequent changes in applicable factors in a given 
calendar year. This would place additional undue and unnecessary 
administrative burdens on the plan administrator. 


To avoid this additional burden on employers, COCA recommends that the 
basis for calculating interest rates credited to employee contributions and 
commuted pension benefits values should be fixed for each calendar year and 
based upon values published by the commission before January 1 of each year. 


Sections 17 to 20, commuted value and portability: COCA supports the 
intent of the specific proposals in these sections of the regulations. It is 
noted, however, that throughout the practice is to make the plant 
administrator responsible for verifying the terms and conditions of locked-in 
registered retirement savings plans. 


As this is another provision which would result in undue and unnecessary 
administrative responsibilities for employers, COCA recommends that the 
commission should publish at regular intervals a list of financial 
institutions with approved locked-in registered retirement savings plans. Such 
a provision would create minimal problems for the commission and would not in 
any way undermine the objectives for increased portability. It would, however, 
relieve employers of an onerous responsibility. 


Having stated its overall support with minor modifications to Bill 170 
and its regulations, COCA wishes to restate its categorical opposition to any 
proposed mandatory indexing of pension benefits or restrictive surplus 
withdrawal provisions. COCA intends to deal with both of these issues in 
greater detail in the immediate future in a separate submission. 


1050 


At this time, however, we believe the question of inflation indexation 
is so important that a few key points should be made. The costs to employers 
of indexed pension benefits cannot be determined without studying each case 
separately, but they are certainly high. The Ontario Chamber of Commerce 
reports that the few cases it has studied show that fully indexed pensions 
would cost anywhere between 1.3 per cent and 14.6 per cent of payroll. 


Faced with such costs, employers will turn away from defined benefit 
plans that provide greater security to employees. Some companies may change 
their existing plans, require higher employee contributions or simply abandon 
their plans altogether. In the case of unionized employees, types and levels 
of pension benefits are determined by the bargaining process. By considering 
indexation of pension benefits, the government also risks drastically altering 
the delicate balance of power in the collective bargaining process. 


A particularly disturbing aspect of indexed pension benefits is that it 
does nothing to help the 60 per cent of Ontario employees who are not members 
of private pension plans or members of defined contribution and profit-sharing 
plans. Therefore, indexation in fact works against the objective of 
encouraging employers to broaden voluntarily private pension plan coverage to 
all Ontario employees. 
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In summary, the Council of Ontario Construction Associations supports 
the Ontario government's basic policy and initiatives to bring about pension 
reform. The council supports the overall thrusts of Bill 170 and its 
regulations. 


Specific recommendations are being offered with respect to the hill and 
the regulations. While not altering the intent or effectiveness of the 
applicable provisions, these modifications would serve to minimize the 
additional administrative burdens and costs that employers will bear under the 
new legislation. 


COCA opposes any provisions in the new legislation that would bring 
about mandatory indexing of benefits or stipulate restrictive surplus 
withdrawal provisions. These issues will be dealt with in a separate 
submission. 


Now, gentlemen, I would like to turn it over to Mr. Foote with his 
comments on multi-employer pension plans. 


Mr. Foote: Thank you very much. We are also represented on another 
committee which will be making submissions to you. It is called the Canadian 
Co-ordinating Committee for Jointly Trusteed Multi-Employer Pension and 
Benefit Plans. We have left our comments with respect to multi-employer plans, 
which are so prevalent in the construction industry, in the hands of that 
committee. I personally am a member of that committee. 


We would raise one concern here. First, multi-employer plans in Ontario 
in the construction industry are, almost without exception, drawn pursuant to 
collective agreements which are negotiated freely between contractor 
associations and trade unions. Those plans provide for at least equal 
trusteeship of union and management, and in some very significant cases, have 
all union trustees in place on those plans. 


Traditionally, there has been a view in the industry that an employer's 
liability is limited to the timely contributions required pursuant to the 
collective agreement, and there the liability ends. The reason for that is 
that in typical plans in the construction industry, you may have up to 500 
employers contributing to a plan where they have little or, in some cases 
where it is totally union trusteed, no say over the benefits provided by that 
plan. Thus, we believe strongly that that principle, which incidentally has 
never been objected to by the trade union movement in the construction 
industry, must be maintained; that liability is limited to contribution. 


That takes us to section 76 of the proposed Bill 170. That section does 
not create a problem for us in most of its reading. However, we are concerned 
with regard to a potential interpretation with regard to one portion of that 
section; that is, subclause 76(1)(b)(ii). It speaks to the windup of pension 
plans and employer liability in respect of vested benefits. It is our position 
that for multi-employer plans, simply the employer liability must be limited 
to the contributions pursuant to the collective agreement if there is a windup 
of the plan. 


We believe that section 78 may give us the right, pending the approval 
of the Pension Commission of Ontario and our actuary, to reduce benefits in 
the event of a windup. However, we have a lingering concern with regard to 
potential liability that may be created by that one section. 


I would point out that plans may and have been terminated in the 
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industry through no involvement of the employers. An example would be through 
a decertification of a union and a replacement of a bargaining unit by 
another, competing union, a so-called raid. For those reasons, we feel very 
strongly that liability must be limited and we would like to see some 
clarification from the committee in that regard. 


I am sorry this is not included in our brief; it is a late development 
and it will be put to you in writing immediately following our presentation. 


Hon. Mr. Kwinter: I would like to get clarification on your 


position. From what you tell me, you perceive your participation in this as a 
defined contribution plan. 


Mr. Foote: Most of the plans in the construction industry are 
defined contribution. They are also defined benefit. They are somewhat unusual. 


Hon. Mr. Kwinter: That is what I want to clarify. If it is a defined 


contribution plan, I take your point that if there is a windup then all you 
are liable to is your contribution because that is all you contracted to 
provide. But what happens if it is a defined benefit plan? 


Mr. Foote: It is both. 


Hon. Mr. Kwinter: What about those aspects of the defined benefit 
plan where you have promised to deliver a benefit? 


Mr. Foote: What we are saying is, the definition of that benefit is 
out of the hands of the vast majority of employers. You may have 500 employers 


-- covered by a multi-employer plan in Ontario, of which only three or four sit 


' as trustees of that plan, often acting incidentally for associations that some 
of those employer groups have nothing to do with or, as in the case of the 
eastern Canada pension fund of the Labourers, that are totally union trusteed. 
Obviously, the employers have nothing to say with regard to the definition of 
benefit. That is the difference. 


Hon. Mr. Kwinter: Do they have any say as to whether they 
participate in the plan’ 


Mr. Foote: None. They are bound to the collective agreement; they 
must participate. That is by operation of the Labour Relations Act pursuant to 
the province-wide bargaining procedures set out in that act. ; 


Incidentally, I would point out that I do not think you would get any 
argument whatsoever from the pbuilding trade union movement either in that 
regard. I am sure you will not. It is a very narrow point and, as I point out, 
the wind-down of a plan may have nothing to do with any employer influence. As 
a matter of fact, it may be the influence of the employees choosing another 
bargeining unit, which is not uncommon in our industry. 


Mr. Lane: I suspect the construction industry has a fairly high 
percentage of part-time employees from one time to another. I notice at the 
top of page 6, you are suggesting that the legislation be more definite, 
pointing out the comparable pension plan for part-time employees, but I do not 
see where you say anything further on that. Can you flesh that out a little? 


Mr. Desmarais: I think we have probably fleshed it out in our brief 


here to the extent that we can. Really, what we would like to see in the 
regulations of the act is some clarification as to what the criteria are fora 


G-16 


plan that is comparable to the plan for full-time employees. At least, what 
are the guidelines that an employer should follow in setting up such a plan, 
or is it just going to be a question of submitting it to the commission and 
the commission saying it is not acceptable and you have to do this or that? If 
the commission is going to do that, then presumably it has some guidelines 
that it is following in making those decisions. I guess we would like to see 
the guidelines, perhaps not part of the bill itself but as part of the 
regulations. 


Mr. Lane: It is a concern the way the bill reads now. 
Mr. Desmarais: Yes. 
Mr. Chairman: Any other questions? If not, thank you very much. 


We have the Board of Trade of Metropolitan Toronto; Mr. Markhan, 
chairman of the pension policy committee. Would you introduce the 
participants, Mr. Markham, please. 
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BOARD OF TRADE OF METROPOLITAN TORONTO 


Mr. Markham: I am Ian Markham, a partner with Peat Marwick and 
Partners in the actuarial and benefits department. To my left is Barrie 
Sprawson, managing principal of Sibson and Co., a consulting firm. To my right 
is Michael Beswick, associate director of pension policy and communications 
oe OMERS, _ the Ontario municipal employees retirement system. 


Thank you for the opportunity of coming and addressing this group. eeu 
have before you our submission. I will just give you a little bit of 
background about the three of us. We are members of the pension policy 
committee of the board of trade. As such, it was our committee which drafted 
this submission and the submission has been approved by council. 


In general terms, we support many of the provisions that are contained 
in Bill 170, but what we would like to talk about today are some issues along 
a theme. The theme is areas that could create profound change in the pension 
system in Ontario if they go through unchecked. Indeed, some of these could 
have long-term effects on pension coverage in the province. 


I am going to start off talking about inflation protection. You will 
notice that inflation protection was not actually written out in our brief. 
That was because Bill 170 does not incorporate the subject of inflation 
protection. However, what I will spell out is the board of trade's position on 
inflation protection for your information. I will then pass over to these two 
gentlemen. 


First of all, as you are well aware, business is most concerned about 
the possibility of mandating inflation protection for both defined benefit and 
defined contribution pension plans. If the costs of mandatory inflation 
protection are to be borne by employers, the cost increases will in many cases 
be very significant, even if the level of inflation protection is held at 
something like 60 per cent of the increase in the consumer price index. 


Plan sponsors are being hit right now with many other cost increases, 


all of them at the same time, and this could well be the straw that breaks the 
camel's back, if you are looking at defined benefit plans. What seems to be 
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inequitable to us is that it is the most generous defined benefit plans that 
are the ones that have to bear the most cost increases, and that is 


inequitable because many of these employers do not need to have a pension plan 
hoe = la es 


If inflation protection were to be introduced and it were to be made 
retroactive to cover existing pensioners for benefits earned to date, that 
would affect mature plans--that is, the plans that have been around for many 
years and have many pensioners--very severely and much more so than new 
employers coming in from other countries that have no pensioner groups 
whatsoever. Again, we have an inequity between the imposition of cost 
increases on the mature plans compared to those offshore competitors. 


So far, I have talked about those employers who are forced to or decide 
to absorb those cost increases themselves. There are going to be employers who 
will pass on some or all of these cost increases to their employees, either 
through reduced benefit accruals in future or, indeed, through other elements 
such as low wage increases and so on. . 


The subject of inflation protection, if it is introduced, would be 
against the consensus. So far the federal government and Alberta have not 
introduced such provisions, and it bothers us that we have been seeing the 
provinces and the federal government working together now for several years to 
try to come up with a uniform position; we thought we had it and now we seem 
to be moving away from that again. This is of great concern particularly to 
employers who have employees in more than one province. 


There are many companies that do provide ad hoc increases; that is the 
‘appropriate way of dealing with it. We would: like to point out as well that 
all members of pension plans in Ontario already have a level of inflation 
protection provided through the Canada pension plan and old age security. That 
provides a basic level, and in our opinion, ad hoc increases for the private 
plans are the most appropriate way of continuing to provide for inflation 
protection. 


That is the end of that subject. We are trying to keep our points fairly 
brief. I wonder if I might pass across before we come back to any questions, 
if that is all right. I will now pass to Barry Sprawson, who is going to talk 
about surplus moratorium, which is on page 17 of our brief. 


Mr. Sprawson: I would like to address this issue of surplus. 
Recently, a moratorium was placed by the pension commission on all refunds of 
surplus assets from all ongoing defined benefit plans registered in Ontario. 
The moratorium will not be lifted, we understand, until the release of the 
recommendations of the working group which has been set up to study mandatory 
indexing of pensions. 


The issue is basically that employers look for superior long-term 
investment returns and in doing so they have to take investment risk. In the 
same way that they are required to refund for deficits in years in which they 
receive poor returns, they also expect to be able to utilize any surpluses to 
lower their funding costs in years of good returns. 


Restrictions on the use of surplus assets reduce their incentive to 
maximize the pension fund's investment return, discourage accelerating funding 
in profitable years and discourage the maintenance of the continuation of 
their pension plans. This reduces the ability of the plan sponsor to be able 
to afford benefit improvements. 
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The vast majority of pension plan members in Ontario belong to defined 
benefit plans. The uncertainty created by the moratorium on surplus refunds 
and the apparent linking of surplus assets and mandatory indexation of 
pensions put a great deal of pressure on plan sponsors to switch to defined 
contribution pension plans or worse, a switch which may not be in the best 
interests of the plan members and their surviving spouses. 


We have a strong recommendation that the government of Ontario, through 
the pension commission, remove its moratorium on surplus refunds and instead 
leave these issues to be dealt with through the judicial system. It is the 
courts that should decide which party owns these surpluses. 


As a postcript, I served for seven years on the pension commission and I 
think the best way to solve this problem is to put it in judicial hands. 


Mr. Beswick: I would like to speak to section 54. Section 54 was an 
unexpected feature of the recent act revisions and its thrust is to egualize 
the value of post-retirement benefits payable to single and married members. 
The reason given for this is the Charter of Rights, but there is really no 
such explicit requirement in the charter. Like much else in pension plans, we 
believe the current practice is a long-standing and acceptable practice ina 
free and democratic society, one which it is unnecessary to change. 


In addition, we feel that section 54 penalizes pension plans which have 
introduced generous post-retirement spouse benefits and definitely discourages 
such improvements in the future. As we all know, elderly survivors are often 
in very serious need and it would be unfortunate to discourage improvements in 
their potential income. ; 


‘Nor do we feel the workability of this provision is clear. Anomalies are 
created in plans with generous spouse benefits, Revenue Canada problems could 
ensue and it is difficult to choose appropriate actuarial assumptions for 
funding. 


Finally, Ontario is alone in this provision. Neither the other provinces 
nor the Canada pension plan have accepted it. We feel this creates 
inconsistencies for both plan members and plan sponsors and so we very 
strongly feel this section 54 in the act should be dropped. 


oO 


Mr. Markham: I am going to finish off on this general theme, if we 
could return to page 14 of our brief, what we have termed "excessive 
regulation." There are some examples in the act, and in particular in the 
regulations, which cause concern to all pension plan sponsors. We want to make 
sure we do not have legislative overkill in Bill 170 and its regulations. I 
will just cover a couple of points. 


The first of them is the solvency valuation, which is a concept 
introduced in the regulations. The solvency valuation basically is done on a 
windup basis and is something which will be required wherever an actuary has a 
feeling or is of the opinion that if the plan were to be terminated, there 
would be an unfunded liability resulting. If the actuary has the slightest 
suspicion that this might be the case, the actuary would be forced to do a 
full windup valuation for the pension plan, even though it is not being wound 
up. 


being an actuary myself, I can tell you from experience that windup 
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valuations take a lot more time than ongoing valuations. They cost a lot of 
money and if we have to do these things accurately, then there are severe cost 


increases that we as actuaries would have to impose on our clients in order to 
accomplish this. 


Our feeling is that this solvency valuation is being introduced 
primarily as a means of allowing plan sponsors to fund experience deficits 
over a period of longer than five years. Currently, they are allowed to fund 
them over five years and they can exceed that only if they use the exisiting 
test valuation, which is a rarely used feature of the regulations. 


What we would like to recommend is that if a plan sponsor is willing to 
continue to fund experience deficits over a period of five years or less 
rather than the more lenient 15 years which is being considered in the 
regulations, he would not have to do solvency valuations. 


The trouble is that solvency valuations also come in in other areas of 
the regulations. For example, the premiums to the pension benefits guarantee 
fund are based on solvency liabilities and the amount of surplus which can be 
taken out of a pension plan, if the moratorium is lifted, is also based on 
solvency liabilities. Again, we would prefer to allow plan sponsors the 
opportunity of not doing those valuations and instead using ongoing 
liabilities for all of these purposes. 


The second point relates to benefit statements. There are some new 
statements that are being introduced, statements for terminated members with 
vested entitlements. The regulations include many, many items which would have 
to be put into those statements. In our opinion, there are far too many items. 
It is a nice idea for employers to be able to give information. to terminating 
employees, but we would rather see the regulations spelling out the minimum 
rather than the optimal amounts. 


Finally, we believe that the deadlines for these benefit statements are 
too tight. There are going to be many plan sponsors who cannot meet the 30-day 
deadline for getting these statements out to retiring members or surviving 
spouses after the member has died. 


That is the end of our formal presentation. I will be happy to take any 
questions. 


Mr. Davis: I just want your comment on the new search-and-seizure 
rules. Am 1 correct in my understanding that this now does not occur at all? 


Mr. Markham: I will take that one. 


I have heard that these new search-and-seizure rules are meant to be 
less tight than they were in the past. Our concern is that in fact the pension 
commission has only had to use so-called search-and-seizure rules on very few 
occasions in the past many years. It bothers us to see the pension commission 
being given in writing the power to go into an organization. The plan sponsor 
may not be aware of whatever his rights are under the act and the pension 
commission can basically search for any documents that it needs. 


Since this has been a provision that has been used very seldom by the 
pension commission in the last 20 years, we would rather see that the pension 
commission get the approval of a judge before it decides to take up these 
provisions. 
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Mr. Davis: In the section it says "the superintendent” or "any 
person designated by the superintendent." Do they have officials now who can 
come in and do those search-and-seizures? 


Mr. Markham: I cannot really answer that since it is used seldom. 
Mr. Davis: Perhaps the minister could answer it. 

Hon. Mr. Kwinter: Yes, the superintendent can designate people. 
Mr. Davis: Do they do it now? 


Hon. Mr. Kwinter: I assume they have done it, as was indicated, on 
rare occasions. Ms. Salamat will be able to tell us. What would you say the 
number of times is? 


Ms. Salamat: Not very many. 


Mr. Chairman: I think we cannot get away without recording that, so 
you had better come up to one of the mikes. 


Ms. Salamat: At the present time, we have powers under the act to 
inspect and to obtain information for the purposes of ensuring that the act 
has been complied with. We use these powers to go into companies at least once 
or twice a year and generally it is to collect information. 


Mr. Davis: Can I just follow up for a moment? Do your powers now 
allow them to seize records and take them away? 


Ms.‘ Salamat: It is not specific. It is a general authority under the 
legislation right now. 


Mr. Davis: But you are now going to make it specific? 


Ms. Salamat: It is going to be specific. My understanding of the new 
provision is that it is in accordance with the government directive that if 
you are to go in to inspect and seize, it be in accordance with the general 
government policy. 


Mr. Davis: Thank you for the information. I just find it interesting 
that in every piece of legislation this new Liberal government has introduced 
in the past several months, every one, as you look at it now, has a new 
section which gives search-and-seizure rules which never existed before. I 
find that an abhorrent situation in the society we live in. 


Mr. Chairman: That is all until two o'clock. The presentation that 
was to have been at 11:30 a.m. has cancelled out. 


The committee recessed at 11:17 a.m. 
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PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: I think we will commence for the afternoon. The 
minister will be along shortly. 


The first presentation is from the Confederation of Ontario University 
Staff Associations: Mr. Diacon, the treasurer; Ms. Trainer; and Ms: Harrup. 
Please proceed with your presentation to us. 


CONFEDERATION OF ONTARIO UNIVERSITY STAFF ASSOCIATIONS 


Mr. Diacon: We are quite happy to have this opportunity to make some 
input into what we think is a progressive amendment to the pension 
legislation. At the same time, we were dismayed by the comments of the 
Minister of Financial Institutions (Mr. Kwinter) regarding the advisability of 
indexing and we hope his comments have not prejudiced these hearings. 


The concerns articulated by the members of our confederation have 
coincided with many of those issues already included in Bill 170. There are 
four issues, however, which in our view remain not yet or incompletely 
addressed. I would now like to draw your attention to these items. 


These four are the questions of indexing of pensions, ownership of 
pension surpluses, ownership of pension plans and portability. 


The pension surpluses so prevalent today blossomed in the period of high 
inflation in the 1970s, during which time most pension benefits, being 
unindexed, lost their buying power. I remember well the editorialists who at 
this time sought to win the support of pensioners for wage controls on the 
basis that wages were the cause of the inflation which was eating up their 
pensions. This argument was pure sophistry, but it carried enough superficial 
plausibility to deflect pensioners from the real answer to their problen, 
namely, indexing of pensions. 


Now that labour organizations are trying to win protection for 
pensioners’ present and future buying power, we are told that pension funds 
cannot afford it. This is said in a time of the highest level of surpluses the 
pension system has ever seen. Such views boggle the mind. 


Over the past two years, we have been treated to the degrading spectacle 
of companies scrambling over themselves to withdraw pension surpluses before 
the beneficiaries have a chance to make a claim on those funds to ensure the 
value of their future benefits. 


At McMaster University, the university for which I work, we are 
fortunate to have full indexing of pension benefits up to the level of the 
consumer price index. Most universities are not so fortunate. Most of us have 
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either no indexing at all or else indexing of only a portion of the rise in 
tne Cosu Ol Ji2Vvine- 


Most of you would agree that we are unlikely to return to a time of zero 
inflation, unless it were to coincide with a new Great Depression in the 
economy. Even recessions these days seem to be accompanied by inflation of at 
least four per cent, which condemns many pensioners to an inexorable loss of 
income. 


If there are some employers whom the government feels would unfairly 
escape any immediate cost of mandatory indexing, the proper response would 
seem to us to not to forget the whole issue but rather to compel those 
employers to recognize future pension obligations to their employees and to 
start providing for them now. If there is an industry in which a competitive 
advantage arises from not having to take future obligations seriously, it is 
the duty of the government to require such companies to start paying the 
future costs today, including the future cost of indexing. 


The surpluses that have accumulated in the pension plans, in our view, 
are deferred wages. They are wages which we are not being paid now but which 
are stored and invested so we can draw on them later. Their purpose should not 
be to serve as corporate slush funds to provide a ready source of capital 
investment funds or as a mechanism to avoid paying taxes on some portion of 
current net income. 


If a company makes certain contributions to a plan, these are moneys 
which are not available to pay in wages. Nothing is more clear than this when 
it comes to the universities where we are constantly reminded of limited 
budgets and where we are universally paid at rates eight to 15 per cent lower 
than comparable jobs in the community. . 


McMaster University, for instance, has a $25-million surplus in its 
pension plan. This quantity arose not only from high rates of return on 
investments but also because the administration contributed at a rate higher 
than that needed to cover future claims. The moneys paid into the surplus in 
this way were not, therefore, available for wages. 


The surplus is now being used to promote an early retirement program. 
This is a purpose to which we do not object since we may all some day benefit 
from it, but if the pension surplus remaining were some day siphoned off to 
build a new research complex, I think staff would be hopping mad. There is 
nothing at present that would prevent such an event from occurring. We 
therefore seek ownership by the beneficiaries of pension surpluses. 


Our third point flows from the preceding two. Pensions are wages which 
we agree to take later. It is our money. As a group, we should be able to 
control how it is used. We seek total ownership of pension plans by the 
beneficiaries. In the university setting, this means ownership and control by 


several different interest groups, nonacademic salaried staff, hourly rated 
staff and faculty. 


At present, we all sit on pension trust committees, together with 
representatives from management and businessmen from our boards of governors 
or regions. These pension trust committees are advisory in nature. While major 
decisions regarding the funds are not often made in direct contradiction to 
these committees, the fact is that they do not have decision-making authority. 
As such, they cannot direct actuaries employed by the universities to give 
them full information on the pension funds. 
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A good model to look at may be the pension plan of the Vancouver and 
District United Steelworkers. This plan has 2,000 members. It has equal 
representation on its controlling board from the union and from management. 
The chair rotates each year between each side. This plan allows for 
portability of pensions between area factories which are part of the plan. 


That brings us to our fourth point: portability. We seek full 
portability of pensions between universities. It is not entirely clear to us 
that the proposed legislation before us would require vesting of the entire 
amount of the employer's contributions. At McMaster, for instance, the 
employer contribution is 200 per cent of the employee contribution. Employees 
want to know that if they change jobs, the full value of these contributions 
will go with them. 


At present, transfer of pensions between institutions occurs on an ad 
hoc basis. We would rather have it systematized so that people could count on 
full portability and thus encourage movement of people between institutions. 
There is nothing more demoralizing than to watch someone staying in a job that 
he has outgrown merely to avoid losing the full value of his pension. In our 
modern-day quest for technological excellence, this is particularly ironic. 
Each institution will want to hoard its skilled employees, but the better 
interest of society is served if these people are financially free to move to 
jobs that will present them with new challenges. 


In conclusion, to promote a confident, less cynical and more 
enthusiastic work force, I suggest that the government institute in the 
Ontario statute full indexing of pension benefits, member ownership of pension 
plan surpluses, member ownership of pension plans and full portability. 


Sheila Trainer now has an addendum to the paper that I just presented to 
you. 


Ms. Trainer: As my colleagues from McMaster and Toronto will 
testify, the impact of poor pensions is much greater on the women employed in 
the university system. As our confederation is heavily weighted with women 
workers, it is a natural concern for the Confederation of Ontario University 
Staff Associations. 


The facts outlined below are typical of women workers throughout Canada. 
A person over 65 years of age typically receives an income amounting to 40 per 
cent of that of the person of working age. Women aged 70 and over receive 59 
cents for every dollar received by men of the same age. Most women aged 65 and 
over are single; nearly 60 per cent of them live below the poverty line 
established by Statistics Canada. Nearly 60 per cent of single women aged 65 
and over are forced to rely on guaranteed income supplements, a form of 
welfare. 


These low income levels are endured for a long time. The life expectancy 
of the average Canadian woman aged 65 is 17 years. While there is no doubt 
that the simplest way of improving the lifestyle of older women in this 
country would be to increase overall the public pension, there must be reforms 
of private pension plans also. 


As the majority of women in the work force do not enjoy any access to 
private pension plans, it is considered essential that any pension plan should 
be expanded to include all workers, part-time as well as full-time. As the 
large majority of part-time workers are women, this would benefit a large 
proportion of the female work force. While women continue to be paid uneaually 
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whether working full-time or part-time and most pensions are based on 
earnings, then a median should be struck and the minimum pension in any plan 
should not fall below what the average salary in the work place would earn. 


Pension reform should guarantee all women, in and out of the labour 
force, indexed incomes above the poverty line, indexed incomes that wouldc 
maintain their standard of living when a spouse with middle or low income 
retires or dies, Canada pension plan retirement benefits in their own right 
and equal treatment with their spouse under the CPP no matter who dies first, 
minimum pensions tied to the average wage in their work place, and access to 
pension plans for all workers, part-time or full-time. 


In view of the fact that legislation governing equal pay for work of 
equal value is presently before the Legislature, we would ask that this 
committee also consider asking that special timetables be undertaken for women 
nearing retirement so that their retirement income is adequate for their 
requirements and will not fall below the poverty line. 


Mr. McClellan: I thank the confederation for a very fine 
presentation. I happen to agree with all the points you have put forward. You 
have put the position forward very clearly and very articulately and I 
appreciate that. 


I was interested in Ms. Trainer's final point having to do with special 
timetables for women nearing retirement. Could you elaborate on that? I am not 
quite sure what you are getting at. 


Ms. Trainer: While this is not part of your mandate under Eill 170, 
you are all part of the government and it would be really useful for women 
nearing retirement to have accelerated equal pay for work of equal value. I am 
SOrrvyic 


Mr. McClellan: I see, yes. The only other comment I want to make has 
to do with Mr. Diacon's opening statement of concern about whether the 
minister's positions in the committee have, in neutral language, changed 
things at all. We have a concern, quite frankly, that they have. 


We understood the task force was set up to look at ways and means of 
bringing about mandatory inflation protection. That is no longer the case. The 
ministry has said on two separate occasions now that one of the mandates of 
the task force is to look at the feasibility of inflation protection, so the 
question is very much an open one. Whether the task force comes in with an 
indexation implementation mechanism or with a statement that indexation is 
impossible is now very much an open question. Quite frankly, I think that 
question has already been answered in the negative. 


We are making a very determined attempt on this committee to persuade a 
majority in this committee and in the assembly to put inflation protection 
features into the legislation now. If we wait for the task force, we are just 
as likely to hear the task force echoing once again the views of the chamber 
of commerce, General Motors, the pension industry and the business community 
as they state over and over and over again their flat and adamant refusal to 
contemplate mandatory inflation protection. 
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Ms. Harrup: If I might comment on that, it ought to be underlined ; 
then that basically the surplus issue is a fictitious issue; that is, there 
are fluctuations around the mean over time. Surplus that is generated through 
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loss of benefits to retired persons is valueless in the sense that seeing it 
as surplus is not the way to see it; it is the loss of benefits over time to 
pensioners and potentially also loss to current salaries. 


It seems to us that the use of a surplus by any others than plan 
membership should be prohibited and that full provision should be made to 
protect benefits against inflation, to improve the level of benefits and 
earnings below the CPP ceiling and to buy back through pre-participation or 
part-time service. 


A moratorium on the use of the surplus ought to be carried into Bill 
170. As the value of benefits and, at times, current salaries decline and as 
the surplus is generated then, employers have no right to that surplus. That 
is money that ought to go back to be reinvested into the plan for times that 
inflation fluctuates up or down. 


I want to speak briefly to the issue of responsibility for the plan. It 
is a terrible argument that employers make that they ought to have that plan 
within their own control. It is a terrible argument that they guarantee 
benefits through bad times. In fact, employees see us through bad times 
through layoffs, overwork, increases that are over the consumer price index 
and declines in actual wages. 


Linked to that is the issue, and it is important to underline it, that 
employees have responsibility for the management of their pension plans. It 
may be in concert with management, but clearly it is in the interests of 
employees to have responsibility for those plans and to ensure that moneys, 
generated through what I think has to be seen falsely as a surplus, go towards 
benefits. 


Mr. McClellan: I thought it was an interesting point and a 
well-expressed phrase in your brief that moneys paid into surplus are 
therefore not available in wages. We have heard over and over again the 
argument from the corporate world that while they have these unfunded 
liabilities and these deficits they have to make up, they somehow have a right 
to the property of some other group of people in order to do so. They do not 
point out the self-evident truth that when they pay money against deficits, 
that money comes out of wages and is no longer available for wages. Money in 
surplus is also money that is not available for wages. It always comes back to 
money that is not available for wages except on a deferred basis. 


I do not know how you get around that. I really do not know how you get 
around the fact that we are dealing with property in the form of deferred or 
lost wages or money that was otherwise taken out of wages or otherwise not 
available for wages, which remains the property of those on whose behalf it is 
paid, the employees. For the life of me, I do not understand how there can be 
any confusion about that. We continue to have the discussion around this 
central point, and I guess we will continue to have it, but it seems to me the 
truth in this matter is as clear as sunlight. 


Hon. Mr. Kwinter: I would like to correct the impression that my New 
Democratic friend keeps putting forward on the basis that the more he says it, 
the more people will believe it. 

Mr. McClellan: You are the one who keeps saying it, though. 


Hon. Mr. Kwinter: Let me clear it once and for all for the record. 


Mr. McClellan: You can try again. 
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Hon. Mr. Kwinter: You have taken this position, and that is fine. 
The commission that is looking into the implementation of mandatory inflation 
protection has a mandate that has not been changed. It knows exactly what it 
is doing. Its mandate is clear, it has not been changed, and we are waiting 
for its. report. 


If anybody has undermined that commission, it is that member. If anybody 
has done it, it is that member, because what he has said is that what the 
commission is doing is irrelevant. It is interesting; this member is the great 
sort of champion of private pension funds. I want to quote from a debate that 
took place in the House. This is Mr. McClellan: "The private pension system is 
a dead skunk. It has two characteristics of a dead skunk: it is dead and it 
stinks. There is nothing one can do by way of srtificial respiration to change 
that realitv." This is the man who is championing private pension plans. He 
does not believe in them. 


We put in a commission to address the concerns. It has a representative 
of labour on it, it has a representative of management, of plan sponsors, and 


it has an independent professor from the Univeristy of Toronto who is looking 
at this issue. 


All we are saying is it makes no sense to go ahead until they report. By 
his comments, implying that I have undercut them, he has undercut them. He has 
decided that the evidence being presented may not be to his favour and that 
they have already made up their minds. He just said, "They have made up their 
minds, and they are going to come in favour of these," what he considers to be 
"business interests.” 


Mr. McClellan: I am sorry to have inflicted this on you. 


Hon. Mr. Kwinter: I am saying, let them report and let them tell us 
what they recommend. Their mandate has not been changed one iota, they have 
exactly the mandate they accepted, and when they report their report will be 
accepted. That is where we are. 


Mr. Diacon: If you will excuse me, Mr. Kwinter, the reason Ross 
McClellan made that comment had something to do with my opening comments, 
which were made before you came into the room. That was with reference to my 


concern as to whether your comments in the media had brought this whole 
process-- 


Hon. Mr. Kwinter: That is why I commented. I wanted to clarify that 
for you. 


Mr. .Diacon: T°am Gust. tryine. to ‘clarity for-you what a said when’ you 
were not here. I commented that I was distressed that your comments may have 
prejudiced this whole process and that I was wondering out loud whether there 
was really any point in ovr being here. None the less, I thought it was 


important for us to be here and to present our brief, in which we think there 
should be full indexing. 


Hon. Mr. Kwinter: Can I just address that? 
Mr. Diacon: Yes, sure. 


Hon. Mr. Kwinter: At present, the bill we are considering is Bill 
170. There is no provision for mandatory inflation protection in the bill. 
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Mr. Daicon: That is right; but there should be. 


Hon. Mr. Kwinter: Just one second. What is happening is that we have 
already stated our position. Our position is that we are opposed to putting 
mandatory inflation protection into Bill 170 and we have proposed that this 
commission report to us on that issue. We have not changed; that is cur 
position. Nothing that I have said changed my position. 


What has happened is that the New Democratic Party has declared it wants 
to amend this bill. They want to include mandatory inflation protection before 


the commission reports. They have every right to do that, and they have every 
right to make that statement. 


In all the comments I made, they were made in the context--I repeated it 
six different times and I repeated it the day Mr. McClellan claims I did 
not--that I am in favour of mandatory inflation protection. All the arguments 
I was making, which I say were taken out of context, were that it should not 
bemincluded insthis bill. Tistill say it.«should not«be ancluded\in.this bill 
and I say it very strongly. 


I have not prejudiced anything, because I have not changed my position. 
I have maintained from day one that it should not be in this bill and I have 
stated why it should not be, although I have said we are committed to 
mandatory inflation protection. All of the argument is valid, because you have 
come and you will try to convince the committee members that it should be 
included and there will be members of other parts of the community who will 
come forward and say it should not be. 


I have not prejudiced anything, because nothing has changed. My position 
is exactly as it was when I announced in the House we were bringing forward 
Bill 170; we are not including mandatory inflation protection; we have set up 
a commission to look at the issue; and not only do we prefer it, but it is our 
position that we will not deal with it until that commission reports. 


That is all I have said. To put any other cast on it is being done for 
purely political reasons and has no bearing on the facts. That member had what 
I consider the effrontery to say, when he saw the transcript, that we had it 
edited. The transcript showed I was right and he had the effrontery to suggest 
the transcript had been edited because it showed that on four separate 
occasions in that presentation I was committed to mandatory inflation 
protection. That is where we are. This is an issue in his mind and in his mind 
only. This is a man who is not committed to private pension plans, who thinks 
they are skunks and should be ebolished. 
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Mr. McClellan: Sounds like I should be shot. 


Mr. Grande: The louder you scream, the better the people will listen 
to you. 


Mr. Chairman: Do you have another auestion, Mr. McClellan? 


Mr. McClellan: I just want to say that has changed since Wednesday, 
April 8. The minister said one of the things the task force may report on is, 
"We have looked at it and it makes no sense and you should abandon your policy 
even though vou are in favour of it.” That is the new information that is on 
the table and on the public agenda now, which the minister is so regretful 
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that he blurted out, because it turns the task force from an implementation 
study group into a feasibility study group. 


As I said before, the question is now very much an open one as to 
whether we will ever see inflation protection and whether the task force will 
recommend anything in opposition to the very loud voice of the business 
community. My best guess is the answer is that the task force will not dare 
cross the kind of powerful interests that have spoken out in such unanimity on 
this subject. They will report against inflation protection. If we are going 
to see it, it will have to go into the bill now while the bill is before us 
going through this committee and committee of the whole House. I am absolutely 
convinced of that. I appreciate very much the contribution the Confederation 
of Ontario University Staff Associations has made to the discussion this 
afternoon. 


Hon. Mr. Kwinter: You have not responded to my remarks about vour 
comments about private pension plans. 


Mr. McClellan: You have quoted the beginning of a speech that 
summarized the findings of the Royal Commission on the Status of Pensions in 
Ontario. I do not have my copy of the royal commission on pensions here, but I 
believe the first sentence is, "Ontario does not have a system of private 
pension income," and it goes on to give the most damning indictment of the 
private sector pension system that it is possible to write. 


I made that speech in the context of the debate on matters that flowed 
out of the royal commission on pensions and the report of the select committee 
on pensions. In the absence of reform legislation, those statements are as 
true now as they were when I mentioned them. ‘ 


Hon. Mr. Kwinter: Your speech also said that no matter what happens, 
iLtALs notrgoing somheln: 


Mr. McClellan: You seem to be validating my prediction in everything 
you say and do. If you cannot reform the private pension system, which 
provides no inflation protection, which does not cover the majority of people, 
which does not have decent or sensible vesting provisions, and these problems 
continue to be in existence-- 


Ms. Trainer: Excuse me. We would just like to say we will withdraw 
and allow you to continue this debate in peace and quiet. At the moment, I 
feel like a very tired bone that two dogs are scrapping over, so we will 
withdraw and let you argue it out between yourselves. I did not realize this 
was the way a committee hearing was conducted, but maybe I am wrong. 

Mr. McClellan: I apologize. 


Ms. Trainer: That is okay. 


Mr. McClellan: I have indicated before that I regret very much this 
was inflicted on you. 


Ms. Trainer: No problem. We did not realize it was auite so 
inflammatory, but we did have to express our dismay. 


Mr. Chairman: Thank you very much for your presentation. 


The next presentation is from A. J. Campbell of the Employees and 
Pensioners Committee on Inflation Compensation. 


er) 
EMPLOYEES AND PENSIONERS COMMITTEE ON INFLATION COMPENSATION 


Mr. Campbell: Ladies and gentlemen, I appreciate the chance to talk 
with vou today. I will be reading from the paper called, Presentation on Bill 
170. You have two briefs in front of you now, one called a submission and the 
other one called a presentation. 


My name is Art Campbell. I am a retired wing commander from the Royal 
Canadian Air Force. I served in the Second World War as a pilot. After the 
war, I studied aeronautical engineering, obtaining a bachelor's degree in 1950 
and a master's degree in 1956. I continued flying and practising aeronautical 
engineering in the Canadian Armed Forces until 1976. Since then I have been 
involved in a number of activities, including, increasingly, participation in 
the pension reform process. 


I made presentations to the select committee on pensions--Mr. McClellan 
was there--six vears ago, the federal task force on pension reform and Commons 
and Senate committees dealing with public service and armed forces pensions. 
In 1984, I appeared before the transport committee of the House of Commons in 
support of Earl White of the Canadian Railways Employees’ Pension Association. 
As a result, the CN pension system was investigated. 


My work is advising pensioners and employees, both singly and in groups, 
and some employers on methods of effectively compensating pensions for 
inflation. Inflation compensation means that there are no winners and no 
losers caused by inflation between and among the three participants ina 
pension fund; namely, the employer, employees and retirees. To sccomplish this 
end, I have extended the work of Professor- James Pesando of the University of 
Toronto, using the tools of the actuary. 


Quite simply, retirees should get the pension they paid for and 
employers should pay the cost they expected to pay. 


Normally, in my presentations I have concentrated on inflation 
compensation or inflation protection because that is the important thing, as 
you have all heard this week. However, there are some features of this bill 
that just have to be talked to besides the inflation protection. 


This brief will show that Bill 170 is terribly biased against the 
interests of retirees. The bill is not only biased; it is also misleading. It 
includes a profound conflict of interest. These faults may be due to "blissful 
ignorance and undoubted negligence." Those are the words of the Supreme Court 


of Ontario in commenting on the Pension Commission of Ontario, the drafter of 
Babel (O-. 


Further, the pension industry representatives who have appeared before 
you have given you, to say the least, very misleading evidence. The evidence 
which I will present--hard evidence, not just words--from the industry's own 
sources, completely contradicts the misinformation disseminated by the 
industry over the past 11 years. In particular, I will show that the cost of 
indexing is completely irrelevant. 


Bias in Bill 170: Under the definitions of "member" and "former member," 
a retiree is not a member of the pension plan. Thus, even though he has 
considerable assets and much to lose, he cannot participate in an advisory 
committee set up under section 25 and is restricted in membership on a board 
f trustees under section 8. Rather than going through all the sections, l 
will just suggest that, clearly, retirees should be members of the plan. We 
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must ask, why are retirees excluded? If they do not serve on boards and 
committees, they cannot protect their assets. 


Under section 46, the administrator is discharged from responsibility if 
he pays a pension in accordance with information provided by the retiring 
employee. An unscrupulous administrator thus need not pay the pension that was 
earned. Why was this section included in the act? 


Conflict of Interest: In several sections of the act, action is to be 
taken "in a prescribed manner," meaning in accordance with regulations 
prepared and administered by the Pension Commission of Ontario. 


The Supreme Court of Ontario has, to all intents and purposes, . 
recognized the commission as a tool to protect the pensions industry, not the 
interests of plan members. Thus the role of the commission should be very 
limited and prescribed. It should not have authority, such as is given through 
the definition of "commuted value," for example, to effectively determine the 
cost and the valve of pensions. The commission proposes to go further. Through 
regulation, this authority has been passed to the Canadian Institute of 
Actuaries. 


Actuaries almost invariably work for employers or employers are their 
clients. Thus they are hardly unbiased. The institute is in a clear 
conflict-of-interest situation. Further, there is no need for commission or 
institute involvement. Involving these bodies is clearly biasing the system 
against retirees. 


Misleading Information: Explanatory note 10: "Employers' contributions 
must provide at least 50 per cent of a pension earned after December 31, 1986, 
(section 40)." Section 40 does not even mention employers’ contributions. It 
does not provide that employers contribute 50 per cent of the cost of 
pensions. Further, section 40 is built on a quaint notion, advocated by some 
members of the pension industry, including the Pension Commission of Ontario, 
that the cost of a pension plan is not part of the total pay package of 
employees. 


As shown in the attachment to the main submission, section 40 provides 
an employer with a means for very large gains at the expense of retirees. Is 
that why it was included in Bill 170? To create a smokescreen? Or is it just a 
product of ignorance and negligence? Clearly, it is a very useful device for 
unscrupulous employers. It is just another stumbling block to employers who 
wish to be fair: 
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One additional comment will close this section. To my knowledge, four 
employers have been taken to court by members of pension plans concerned about 
removal of surpluses. In every case, the courts have overturned a decision of 
the Pension Commission of Ontario. Twice the court had scathing comment of the 
commission. How many more decisions of the commission would have been 
overturned if they had been taken to court? 


Clearly, the commission, in drafting Bill 170 has not corrected the 
biases noted by the courts. What is not included in Bill 170, inflation 
protection, is even more indicative of the biases of the commission. 


Much that I have to say from here on is going to be in direct 
contradiction to probably what you believe is happening and in direct 
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contradiction to what you have heard from many witnesses. Please bear with me 
and make me prove my case if you do not believe what I have to say. 


Some members of the pension industry have criticized the federal public 
service pension system because it is "fully indexed" with attendant "unlimited 
costs." Thus it should be instructive to examine those "costs." 


It is a defined benefit plan with pensions based on the average salary 
usually over the best, usually the last six, years. With inflation at zero, 
the cost as a percentage of aes is 18.1 per cent. At nine per cent 
inflation, that drops to 13.9 per cent. The data were obtained from the chief 
actuary of the government of Canada, along with his assumptions. The 
correspondence can be made available to the committee. 


The data are interpreted as follows. The chief actuary assumed that 
inflation, long range, would average 3.5 per cent. Thus 16.2 per cent of 
salary should be deposited in an account earning interest at the rate assumed 
by the chief actuary. 


If inflation averages more than 3.5 per cent during the salary averaging 
period and the first year of retirement, then more than enough would have been 
collected to pay for pensions. Conversely, if inflation averaged less than 3.5 
per cent, not enough would have been collected. These are costs long term. 
There are short-term implications. 


These implications can be appreciated by examining data extracted from 
Ontario Proposals for Pension Reform and from a report prepared by William M. 
Mercer for the federal government. The data are for a "fully indexed" defined 
benefit plan like. the federal plan above, except that the pension is based on 
the average salary over five years. 


With anflation-at zero, this plan is «set, up,for -a-cost of:410: per, cenzm,. 
The Mercer data show that at nine per cent inflation, the increase is to 11.7 
per cent. No significance should be attached to the fact that one plan cost 
18.1 per cent and the other 10 per cent. At zero inflation, the benefits in 
the latter plan would be about half the benefits of the former plan. 


Note that, contrary to the chief actuary's data, the cost is higher at 
the higher rate of inflation. The difference is due to the investment earnings 
rates assumed by the two actuaries. With inflation at zero, the chief actuary 
assumed three per cent and so did Mercer. At nine per cent, the chief actuary 
assumed 12 per cent earnings--that is a three per cent spread--whereas Mercer 
dropped the spread to 1.5 per cent and assumed 10.5 per cent earnings. Mercer 
reduced the spread between inflation and earnings rate at nine per cent 
inflation. This is a short-term effect and probably is Mercer's way of 
factoring in the lag in real investment return as inflation rates rise. 


In any event, the increase in real rate, as inflation decreases, must 
also be considered and that is the phase we are going through right now. There 
are very large, real returns in pension funds. That has to be taken into 
account because actuaries work on long-term data or they are supposed to work 
on long-term data. 


When the accepted long-range rate, three per cent above inflation in 
this case, is factored in, then the cost of high inflation rates is lower than 
at low inflation rates. The bracketed numbers are my estimates done by 
computer simulation. That is, at inflation of nine per cent, the Mercer plan 
shows 7.9 per cent when it is calculated correctly, where Mercer published 
data and they were picked up in the Ontario proposals showing 11.7 per cent. 
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The Mercer data are terribly misleading. They completely distort the 
truth. Contrary to what you have been told, costs are not unlimited at high 
inflation rates; they are reduced. 


The cost of an unindexed pension. You have been told that employers 
faced high pension costs in the early 1970s and that they bear the risk 
associated with a defined benefit plan, thus they should receive any surplus 
which develops. 


The cost of unindexed pensions for those same plans are available from 
the same sources. 


With inflation of zero, of course, the unindexed pension is the same as 
the indexed; 18.1 per cent and 10 per cent. At nine per cent inflation, the 
federal plan drops down to 6.4 per cent unindexed. The Mercer plan drops down 
to five per cent. 


Note that the cost of the Mercer plan at nine per cent inflation is half 
the cost at zero inflation. This large reduction in cost is despite the very 
poor real return on investment assumed by the actuary. Low term, the cost of 
nine per cent inflation will be about 3.4 per cent. Some risk. Short term, 
they eet a cut inthell ‘of their costs; lone term a cut of ‘one*thirdrat: one per 
cent inflation. 


Surpluses: With a reduction in costs, the fund will have an experience 
gain. That means a surplus unless there have been contribution holidays or 
increased benefits for current employees or retirees, etc. 


Please note that the reduction in cost for both indexed and unindexed. © 
pensions and ‘consequent experience gain was due to inflation being higher than 
assumed. That same inflation reduced the purchasing power of pensions that 
were paid during that period of high inflation. The experience gain is 
directly related to the loss to pensioners. 


What are those losses to pensioners? The purchasing power of a pension 
is directly related to its long-term cost to the pension plan. The following 
is a comparison of purchasing power at nine per cent inflation compared to 3.5 
per cent inflation. Indexed, there is a drop of 14 per cent; unindexed, a drop 
of 54 per cent. 


We have been told that many employers provide ad hoc increases. However, 
few, if any examples have been provided. My experience is that increases are 
nil or they are token increases. 


General Motors yesterday talked about the increases it had made. I 
notice the Globe and Mail put it down as an 83 per cent increase from 1973 to 
1983. What was not mentioned was that the consumer price index went up 146 per 
cent during that period. An 83 per cent rise in pensions; 146 per cent rise in 
CPI. Perhaps that is why I am here today, to try and set the record straight. 


Attached to the submission is one example of a Canadian National 
pension. CN management, like Ultramar management--and I have talked with 
them--and most other employers say that they have treated their retirees well. 
Yet in 1985, about 39 per cent of the pension the average 1970 retiree could 
reasonably have expected to receive and that CN could reasonably have expected 
to pay remained in the fund, available to CN. That is 39 per cent in one year. 


The pension had half the purchasing power it had in 1970 and that is with ad 
hoc increases. 
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Examples from CN, CP, the armed forces, the public service, the city of 
Ottawa and Inco can be provided if that would be useful to you. 


Fortunately, it is not necessary to know how the experience gain has 
been dispersed in order to reach an equitable solution. Pensions should be 
adjusted so that the cost of each pension is the percentage of salary 
estimated during the years of employment as the cost of each pension. In that 
way, current retirees would get the pension they paid for and the pension fund 
would pay the cost the administrator expected to pay. 


The methodology was provided to the Pension Commission of Ontario a year 


ago. There has been no response. More stonewalling, as the Supreme Court of 
Ontario noted. 


Clearly, you do not have to concern yourselves about where the money is 
coming from to meet this commitment. If the plan administrator has been 
indexing, the plan will face little or no change in cost. That, I think, 
addresses the point where many people said that good plans would suffer if you 
mandated inflation protection. They would not. They do not have to. They have 
already done their thing. 


If pensions have been unindexed, then the administrator has had access 
to large gains indeed. Further, only a portion of those gains would be needed 
Since many people who should have received a compensated pension are now dead. 
However, it is suggested that the means of meeting that commitment of paying 
the pension that was paid for be left in the hands of pension plan 
administrators. As you will see from these figures, they are very capable 
people. 


The cost of indexing--a smokescreen: Compare the following approximate 
costs for the federal public service pension plan which is representative 
qualitatively of defined benefit pension plans. 


The estimated cost of an unindexed pension at one per cent inflation, 
and that is the actuarial assumptions or implicit assumptions of the 1950s and 
1960s, was 15.9 per cent of salary. The actual cost of an unindexed pension, 
at 6.7 per cent inflation, and that is the average rate of inflation from 1965 
to 1984, was only 7.9 per cent of salary. An unindexed pension cost half; 
pension purchasing power cut in half. 
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The actual cost of an indexed pension at 6.7 per cent inflation is 14.6 
per cent of salary, so an indexed pension costs less than an unindexed 
pension: This shows that members of unindexed pension plans in the 1950s and 
1960s paid more than enough to pay for a fully indexed pension at the average 
rate of inflation of the last 20 years. This shows they received less than 
half the purchasing power they paid for, or their former employer expected to 
pay. This shows that their former employer received a windfall gain equal to 
half the estimated cost of their pension. It also shows that the cost of 
indexing is completely irrelevant. It is the cost of the pension that is 
relevant. 


When you mandate inflation protecton, and I am certain you are going to 
do that, employers can keep their costs unchanged. The pension can be an 
indexed pension costing exactly the same es their current unindexed pension. 
All you are doing is making an honest man of them. The methodology is 
relatively simple. As I said earlier, it was provided to the Pension 
Commission of Ontario a year ago. 
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In conclusion, it is abundantly clear that Bill 170 is terribly biased 
for the benefit of unscrupulous--not all--employers and against the interests 
of retirees. Bill 170 excludes retirees from membership. Bill 170 discharges 
employers from responsibility to pay the pension that is specified in the 
plan. Explanatory note 10 is not only irrelevant, it is wrong. It tends to 
cover up the transfer of assets from retirees to employers. Bill 170 places 
the cost and valve of pensions in the hands of regulators who have been found 
wanting and in the hands of the Canadian Institute of Actuaries, with a clear 
conflict of interest. Finally, Bill 170 does not include inflation protection. 


There has been an attempt by the Pension Commission of Ontario and some 
other members of the pension industry to misinform you. I understand that two 
members of the commission are, or were, Mercer employees. One of them was a 
former senior official with the commission. Perhaps that is where our problem 
lies. 


We are recommending that explanatory note 10 be deleted, "Employers' 
contributions," and that sections 40 through 55, "Benefits" sections be 
rewritten to exclude the bias and that all references to "employee's 
contribution" and "commuted value" be deleted. 


Benefits must be stated in real terms using the consumer price index. If 
I can stop there just for a second, gentlemen, and the minister in particular, 
the Task Force on Inflation Protection for Employment Benefit Plans is bound 
to come up as a subject. 


In the simplest terms, every actuary will agree that there is a real 
return on investment. It has been suggested by the Canadian Institute of 
_ Actuaries that is somewhere between two and a half and three and a half per 
cent. But the main thing is ‘there is a real return above the rate of ‘ 
inflation. If there is a real return, you can pay a real pension. 


You do not have to do anything else except specify that the pension is 
to be stated in real terms. The actuaries have data going back to the year l 
on what the returns on various funds are. They have the same in real terms as 
they have in nominal terms. They could say: "We expect, or we have produced 
3.5 per cent real return on this. We will estimate that in future we will take 
3 per cent"--conservative funding or margin for profit, whatever you want to 
call it. The thing is that if you have a real return, you can specify a real 
pension. You do not really need any fancy formula. 


Next, deferred pensions and pensions now being paid must be adjusted so 
that the cost of each pension is the percentage of salary estimated during the 
years of employment as the cost of that pension. That is to catch up for the 
people who are now out and retired, so that they do not continue to suffer 
while their employers rake off so-called surpluses, contribution holidays, 
increased benefits for employees, etc. 


The others are sort of administrative items that I have mentioned in 
here. I think there could be serious consideration given to scrapping Bill 170 
and starting over again. I will be happy to answer your questions. 


Mr. Chairman: Are there any questions? 
Mr. McClellan: I thought somebody else might have a guestion for a 


change. I am sure you sre familiar with the study that was done in 1984 by the 
then Treasurer, the member for St. Andrew-St. Patrick (Mr. Grossman). 
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Mr. McClellan: Yes, and the study--it is appendix C in the 


index--that studies the impact of inflation and inflation protection on 
pension costs. 


Mr. Campbell: That is the graph I was quoting from that shows 1G Ror 
per cent at nine per cent inflation. 


Mr. McClellan: Right. I may not have followed you completely. As I 
understand it, you are arguing that even table 10 in the appendix overstates 
the cost impact of inflation. Table 10 indicates that there are no cost 
impacts between zero and six per cent inflation. 


Mr. Campbell: In the long term, the cost of an indexed pension drops 
with inflation. 


Mr. McClellan: This table that was done for the Treasurer, which was 
the basis of his proposal for 60 per cent mandatory, shows that pension cost 
impacts are zero between rates of inflation of zero and six per cent. After 
that, the line starts to creep up slowly and then when it hits about 10 or 1l 
per cent, the cost impacts start to become significant in terms of per cent of 
payroll. You are arguing that even above six per cent in fact the opposite is 
true. 


Mr. Campbell: If you look at the table of assumptions there, he 
starts with a spread between the investment return and inflation of three per 
cent at zero inflation. At six per cent, it has dropped down to something like 
a two per cent spread. and at 12 per cent, it drops down to.a half per cent 
spread. Those are short-term.effects. Long-term, it is three per cent or 2.75 
per cent if that is the plan he is working on. Whatever it is, it is constant 
in the long term, so the indexed line should be below. 


Mr. McClellan: You do not even agree that it would be a flat line 
between zero and 6 per cent. 


Mr. Campbell: It is not. The chief actuary of the government of 
Canada agrees that the cost of an unindexed pension drops. The public service 
plan drops from 18 per cent of salary at zero per cent to 15.9 per cent at 
nine per cent. That is the averaging process, another little trick that is 
thrown in. 


Mr. Lane: Are you really serious when you indicate that Bill 170 is 
probably flawed beyond redemption, that it should be scrapped and that we 
should start over again? Is that really a serious comment? 


Mr. Campbell: I have looked only at those parts I have commented on 
here. I have glanced at the other sections, so I do not really know how good 
they are, but if they are anything like this section of the act and the 
sections I have looked at, I think it is beyond redemption and we have to go 
back. 


What I think would make an awful lot of sense would be to pass a piece 
of legislation that says pensions must be stated in real terms. Worry about 
all the administrative stuff in Bill 170 later on. There is the nub of this 
whole argument. If we need so-called inflation protection, all you have to do 
is state the pension in real terms; that is, what is currently called a fully 
indexed pension. You can set that up as a business proposition. That is one 


G-16 


thing that has not come out completely here: A pension plan is a very big 
profit-maker for a company. 


One thing I could agree with in the Globe and Mail is that, “Profits 
Would Have Been Lost With Pension Plan, GM Says." We have had a lot of contact 
with the CN pension plan. In the last five years, CN has had a profit in two 
of those years. I do not think it had profits before. In two of those last 
five vears, they contributed nothing to their pension fund. There is a direct 
correlation. 
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Pension funds are a moneymaker. As mentioned in here, the average 
unindexed pension paid in the last 20 years cost half of what it would have 
cost if inflation had stayed normal. It means that for every dollar that was 
paid out in pensions, a dollar stayed in the pension fund. Sophisticated 
employers have used that money to increase benefits for current employees. The 
employees think that they are getting a good deal and that they are getting 
something for nothing, but they should know darned well that the employer 
takes that into account when he goes to the bargaining table. So you have a 
huge profit centre operating right now in the pension plan. 


Mr. Lupusella: At page 9 of your presentation it says in 
recommendation 2(b) that "benefits must be stated in real terms, using the 
consumer price index." You also mentioned in the course of your presentation 
that benefits must be fully indexed. Are we talking about the same thing 


today--the kind of denominator that is the consumer price index--or do you 
mean something else? 


- Mr. Campbell: Essentially, the same thing. In most defined benefit 
pension plans the pension is calculated based on the average salary over a 
number of years. If inflation is high during that period, then the cost of the 
pension is reduced. That is the reason the cost of a fully indexed pension 
decreases as inflation goes up. What I am saying is a real pension--you take 
the CPI during the period that you are averaging salaries, during the last six 
years. Right now, all it has done is take the salary and you average it over 
six years. For a real pension, the consumer price index in those six years is 
taken into account in calculating what pension a person is going to get. 


Mr. Lupusella: I do not have any objection whatever to the principle 
of the consumer price index that you are suggesting. You are talking about two 
different things. One concerns the value of the pension. Because of the 
inflation that has taken place through the years, the pension becomes smaller 
in relation to value. You also mentioned the consumer price index. I really do 
not understand it. You are incorporating two things in one. 


Mr. Campbell: The consumer price index is a measure of how much the 
pension decreased in value. 


Mr. Lupusella: Okay, that is what I wanted to know. 
Mr. Chairman: Thank you very much. 
The next presentation is from the United Steelworkers of America. We 


have several gentlemen: Mr. McKenzie, Mr. Gerard, Mr. Hynd, Mr. Beattie and 


Mr. Delaney, and we have five seats. Maybe you would identify the members with 
you, please. 
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Mr. Gerard: Let me start off by introducing myself and my union. My 
name is Leo Gerard. I am the director of the United Steelworkers of America, 
District 6, which is the province of Ontario. Our union in Ontario represents 
some 80,000 workers in various industries ranging from gold mines in Red Lake 
to nursing homes in Hawkesbury. 


The people I have with me are Ken Delaney, who is a pension researcher 
from our national office. The vacant seat is for our research director who has 
gone to make a phone call. We are bargaining with Stelco and things always 
keep percolating. That is Hugh McKenzie, our research director. On my 
immediate right is George Beattie. George is the chairman of the pension and 
group insurance committee et the Stelco bargaining. Next to him is Harry Hynd, 


the district representative and a vice-president to the Ontario Federation of 
Labour. 


Let me say at the outset that I think we have provided the committee 
with a fairly large brief, some 45 pages. It is certainly not my intention to 
go through that, but to make some summary comments that are in the area of the 
brief and in closing to make some additional comments that are as a result of 
some confusion that seems to have come to the front in the last several days. 


I want to first thank the committee for providing us with an opportunity 
to make our views known on what we think is an extremely important topic to 
everyone in this province. As I said earlier, we have prepared an extensive 
brief. It is not my intention to run through that extensive brief at this 
time, but we intend ie touch on what we think are some of the highlights of 
that brief. ; 


nf aut to say at the outset that I understand from some media reports 
both last week and again yesterday and today that the Minister of Consumer and 
Commercial Relations (Mr. Kwinter) seems to have raised considerable doubt as 
to the government's commitment to mandatory inflation protection in this 
province. I want to admit to you that I was astounded at his initial remarks. 


I was one of the trade unionists, along with others, who were concerned 
about the deferral of the surplus assets and inflation protection issues to 
the Friedland task force. I want to say that our concern is a simple one. Task 
forces and commissions are time-honoured ways in Canada for avoiding political 
issues. The task force looked like a sure-fire way for the government to 
postpone dealing with a key issue until after a provincial election when it 
might then, if it won a majority, be easier to forget the idea of inflation 
protection entirely. 


I was told at the time, through one of the members of the task force, 
that no less of a person than the Premier (Mr. Peterson) assured him that’ this 
was a matter that this government would deal with and that the government was 
committed to inflation protection and that commitment was real and it would go 
ahead. 


I am here today and I would like to hear for myself from the minister 
exactly what the ground rules are for inflation protection from his point of 
view, as he represents the government on this issue, and if the government 
position really is to support inflation protection, I would like to know what 
the objection is to putting the principle in Bill 170. As far as I am 
concerned, I and my union are going to consider the government's commitment to 
be in doubt unless and until it agrees to provide for the principle of 
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inflation protection in this legislation and let the Friedland commission 
decide what form that will take, but this government must commit itself in 
legislation to the principle of inflation protection. 


Last week's presentations to the committee were very interesting, not 
only for the minister's admission of his own lack of commitment to inflation 
protection, but auite frankly we found the hysteria of the business community 
response to the idea of inflation protection very interesting and very 
revealing. The argument that I found most interesting was that tougher 
standards would destroy the pension system because employers would stop 
offering pensions rather than improve them to meet the higher standards. In a 
related vein, business presentations and their apologists in the cabinet argue 
that it was inequitable to improve private pension standards because people 
who do not have a pension at all would not benefit in any way. 


In the first place, I take these statements to be about as close to an 
admission by the pension industry that it is a total failure in providing for 
adequate retirement incomes as we are ever going to see them admit. The fact 
that fewer than half of the workers in this province belong to a pension plan 
and that only a fraction of them ever collect a pension raises serious 
questions about the role that the private pension industry plays in our 
retirement income policy, and the statement that the system would collapse if 
inflation protection were mandated by law, with all due respect, amounts to an 
admission that the private sector is not capable of providing adequate 
pensions for even the minority who belong to the private pension plans. No 
one, not even the business community is arguing that inflation protection is 
not a legitimate and desirable goal. They are simply stating that the present 
system cannot be expected to achieve this goal. 
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This is not the only basis for scepticism about the private pension 
system. Twenty years after the introduction of the Ontario Pension Benefits 
Act, private plans cover only 47 per cent of Ontario workers and only 36.6 per 
cent of women workers are covered by a private pension plan. Limited vesting 
rules mean that only a fraction of those covered ever aualify for a pension of 
any kind. 


The inadequacies have not gone unnoticed. The pension system has been 
under virtually continuous review for more than a decade. Studies too numerous 
to list have identified the same fundamental problems over and over again. 


In our view, the present round of pension law reform amounts to a last 
chance for the private pension system in Canada. For over 20 years we have 
relied on a privately initiated system for the achievement of an important 
social goal, the provision of adequate retirement incomes for Canadian working 
people, and it has failed us dismally. 


As a consequence, the task of this revision of pension law must be to 
set a standard of adequacy which the private pension system must meet. It will 
then be up to the system itself to demonstrate if it can meet that standard. 
If employers cannot provide pension plans which meet standards of adequacy, it 
is best that we know now, so that we can begin now to devise a public pension 
system that meets those standards. 


We want to talk about some major substantive issues and recommendations. 
First, surplus assets and inflation protection. A great deal has been said 
about the issue of excess pension earnings and assets. I want to limit my 
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comments here to a couple of fundamental issues that I think might help me to 
understand why we feel so strongly about this issue. 


First, it is important to recognize that the issues of inflation 
protection and excess earnings are opposite sides of the same coin. Inflation 
reduces the purchasing power of pensioners. At the same time it pushes 
interest rates up. Increasing interest rates result directly in pension plan 
earnings which exceed estimates, and excess pension plan earnings eventually 
result in surplus assets. 


In principle, it should not matter how pension plans are funded, even 
though defined benefits are negotiated. It is the benefit, and not the 
employer's contribution to the fund, that is negotiated. 


In practice, however, that is not the way it works. In practice, 
employers and employees negotiate economic packages that include the cost of 
providing improvements in pensions, something we were involved in just today. 
Every cent that employees spend on improved pensions is a cent not available 
to provide for increased wages. 


In effect, employees make a choice either to take additional wages now 
or to defer wages by investing in pension improvements. 


If higher than expected pension earnings on the pension fund mean that 
more than was necessary was contributed to the fund, the excess represented by 
those earnings is deferred income which is not required to fund the agreed 


upon pension benefits. Both pension plan members and retirees thus subsidize 
the employer plan sponsor. 


The excess earnings are surplus assets and employers are now benefiting 
directly from the deferred wages of every pensioner whose retirement income is 
being undermined by inflation. 


Who does the money belong to? We think the answer is obvious. It belongs 
to the plan members whose deferred earnings it represents. 


This committee is undoubtedly being urged by the government to consider 
the surplus question settled by the establishment of a moratorium on surplus 
removal and the establishment of the Friedland task force. 


Unfortunately, despite the moratorium and the creation of the task 
force, employers are continuing to look for ways to appropriate pension funds. 
Because the moratorium does not address the withdrawal of surplus funds from 
terminating pension plans, we are seeing more and more attempts to terminate 
plans and remove excess assets. Another strategy followed by employers who 
cannot terminate plans is to use excess earnings to reduce or eliminate their 
contributions to the fund. 


We recommend that the moratorium be broadened immediately in two ways. 
First, until the surplus question is finally resolved, it should be mandatory 
that surplus funds in terminating pension plans be used to increase the 
benefits paid to plan members and not revert to the employers. Second, there 
should be s moratorium on the use of excess pension plan earnings to reduce 
employer contributions to pension funds, as required by actuarial cost 
certificates. 


Inflation protection: The basic approach to pension plan design and 
regulation in Ontario was established in the 1960s when inflation rates were 
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low and retirees could expect relatively little erosion of the value of their 
benefits as their retirement continued. Pension plans were valued at interest 
rates in the three per cent to four per cent range, reflecting an expectation 
that long-term inflation would be one per cent or less. 


The reality today is dramatically different. A pensioner whe retired in 
1970 has seen the real value of his or her pension cut by two thirds by 1986. 
Even at more moderate rates of inflation of between four and four and one half 
per cent prevailing today, retirees can expect to see the buying power of 
their pensions cut in half by the time they reach their average life 
expectancy. Inflation has become a fact of life. As a society, we have learned 
to live with it; so have pension plan sponsors. 


The calculations used by actuaries in valuing pension benefits now build 
in an assumption that long-term inflation will be in the four per cent to five 
per cent range. The pension plans have not changed in response. In 1980, 98.3 
per cent of private pension plans registered in Ontario, covering 95.1 per 
cent of all plan members, had absolutely no formal provisions for inflation 
protection. 


The failure of the pension industry and plan sponsors to respond to the 
reality of inflation is unacceptable. It is unacceptable to our union; it 
should be unacceptable to this committee. The seriousness of the problem has 
been obvious for more than 20 years. This failure and the industry's response 
to pension law reform in general and to proposals for mandatory inflation 
protection in particular, reveal a very disturbing fact about the pension plan 
system. 


As a group, the business community in this country appears to value 
‘private pension plans as an immense source of investment capital and nothing 
else. It is hard to avoid the feeling that nothing would make them happier 
than if pension plans never paid out a nickel in benefits. 


The confusion about the publicly expressed views of the Minister of 
Consumer and Commercial Relations (Mr. Kwinter) has totally undermined the 
confidence we have or had in the Friedland task force process. We are 
therefore urging this committee to incorporate a strong commitment to 
mandatory full inflation indexing in the legislation. If such a commitment is 
entrenched in the bill, the Friedland task force can focus on the many 
technical details to be resolved without fear that political apologists of the 
chamber of commerce will cut the ground out from under them. The time for 
debate on the basic principle is long past. 

We recommend that Bill 170 be amended to reguire that all pension plans 
provide for annual 100 per cent indexing of all benefits to the cost of living 
as reported by Statistics Canada and the consumer price index. Mandatory 
indexing would apply to all pension benefits including deferred vested 
benefits, pensions currently in pay and retirement benefits granted after 
January 1, 1987, the effective date of the Pension Benefits Act reforms. 


To enable the Friedland task force to complete its work on the 
implementation of inflation protection, the effective date for the amendment 
to Bill 170 requiring inflation protection should be January 1, 1988. We 
consider it to be particularly important to require indexing of deferred 
vested benefits as well as the retirement pensions. Without indexing of 
deferred vested benefits, the concept of pension portability loses a great 
deal of its appeal, particularly to the younger workers. 
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The usual argument against mandatory inflation protection is high cost. 
The historical reaction by some plan sponsors widely quoted in the media and 
before this committee by the minister last week, does not address the fact 
that inflation-generated excess earnings would already be enough to fund at 


least partial inflation protection if the funds were not being siphoned off to 
cover costs in other areas. 
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In addition to ignoring inflation-generated internal funds, the huge 
cost figures being bandied about are undoubtedly based on assumptions chosen 
to overstate the cost and to intimidate this committee. I understand the 
interests of the business community in keeping its cash cow intact, but quite 
frankly, I see no reason this committee should pay any attention to its 
self-serving complaints. 


Pension administration and control: When pensions were first introduced 
by employers, they were treated as if they were nothing more than gifts to the 
long and loyal service employees, a kind of gold watch with a lifetime 
guarantee. In those days, benefits were typically not funded in advance. They 
were paid for on a pay-as-you-go basis, and it was not uncommon for retirees' 
pensions to be cut off when employers changed their minds, went bankrupt, 
changed ownership or otherwise fell on hard economic times. 


Our collective thinking about pensions has changed a great deal since 
those early days. The whole structure of pension regulation developed in the 
1960s is based on the premise that retirement pensions earned through 
‘employment are an entitlement that must be protected by law. The way’ society 
thinks about pensions is still changing. Today the public supports strongly 
the idea that pension plan members ought to have equal say in the 
administration and control of pension plans and pension funds. Unfortunately, 
Bi 170 lags far behind public opinion. 


The powerless advisory committee structure mandated in the bill falls 
far short of recognizing the legitimacy of plan members' interest in the 
administration and control of pension plans and the funds their deferred wages 
helped to create. It should be obvious that no one has a greater direct 
interest in the wey a pension plan is administered than the beneficiaries of 
the plan. Yet by limiting its requirement for plan member involvement to 
participation in an advisory committee, Bill 170 treats beneficiaries as if 
they were outsiders. 


Basic democratic principles demand change: Ensuring worker 
representation in plan administration is basic,to a reformed pension system. 
The employees directly affected by the pension plan are in the best position 
to ensure that their pension plan is operating as promised and to point out 
any potential errors or abuses. The granting of direct participation to 
workers in pension plan operations is consistent with the democratic process 
and is essential to providing confidence in the general public that the 
private pension system can work for the benefit of pension plan beneficiaries. 


Pension security on sale of business: In today's economic climate, 
protection of rights of pension plan members in cases in which the businesses 
are sold is an extremely difficult and important problem for pension plan 
members. The uncertainties of the market, particularly the industrial sector, 
combined with the rash of corporate takeovers, consolidations and 
restructuring, can make these situetions both more common and more difficult 
to deal with. 
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The sale of a business can have a very serious impact on the rights of 
pension plan members unless a union representing plan members has been able to 
negotiate protective language into a collective agreement. A sale can often 
lead to the termination of the plan established by the vendor and its 
replacement by a new plan established by the buyer. The first plan is frozen 
as of the date of the sale, and the new plan picks up only current service 
costs. 


This problem is particularly difficult where the vendor operates a 
defined benefit plan. The sale of a business can be a problem for these plans, 
even when the plan moves with the business, when successor employers flatly 
refuse to provide for benefit improvements for past service. When a sale 
results in the vendor retaining both the plan assets and the pension 
liabilities for past service, it is often next to impossible to negotiate 
past-service improvements from the new owner. 


When a business is sold, the Ontario Labour Relations Act binds the new 
owner to the terms and conditions of a collective agreement in force between 
the vendor and its employees at the time of the sale. The contractual rights 
go with the employees and the business. 


The same principle should apply to a pension plan. The Pension Benefits 
Act should require that when a business is sold, the pension plan and fund 
applicable to the employees involved should be transferred to the new owner 
along with the business. All assets in the pension fund should go with the 
plan. 


To ensure that the security of pension plans earned with the previous 
employer are not undermined, in the case where a pension fund has. been 
unfunded, has unfunded liabilities at the time of the sale, the 
vendor-employer should be required to guarantee ali past service amortization 
payments outstanding at the time of sale. This would not require that plans 
being transferred be fully funded as a condition of a sale, but it would 
protect the rights of employees. Employers would not be able to accumulate 
substantial unfunded liabilities and then escape those obligations by selling 
off the pension plan along with the business. 


Rather than go into the other issues raised in our brief in detail, Il 
would like to summarize the main recommendations quickly: 


Vesting rules: The split vesting requirement in Bill 170 makes no sense 
in principle and in practice would result in an administrative nightmare. The 
two-year vesting requirement should apply to all service. 


Eligibility: Eligibility for pension plan membership should be tied 
directly to employment status. Once a reasonable probation period has passed, 
eligibility should be automatic. In no case should eligibility be delayed 
longer than six months. 


Portability: Portability of pension benefits is of real value to 
employees who terminate prior to retirement only if deferred vested benefits 
are indexed. If pension benefits are not indexed, eguitable treatment of 
deferred vested beneficiaries will require extensive regulation of the method 
used to calculate the value of deferred vested benefits. The act should 
require portability into and out of pension plans. 


The role of unions in pension plan administration: The administration of 
the Pension Benefits Act must recognize the fact that pensions are an 
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employment benefit subject to collective bargaining. Where members of a 
pension plan are represented by a union, no amendment to the plan should be 
registered unless it has been approved by both parties, and unions should be 
entitled to receive notice of, participate in and make recommendations in 


connection with any proceeding under the act relating to the pension plan or 
any member of the plan. 


Part-time employees: The rules for part-time work eligibility in Bill 
170 will benefit only the highest-paid, part-time workers. The eligibility 
criterion for plan membership should be one day of work per week or the 
equivalent of seven hours per week. 


Discrimination on the basis of marital status: Section 54 of Bill 170 
would prohibit the negotiation of surviving spouse benefits that provide an 
incentive for plan members to select a survivor option. The process is 
inconsistent with the other section of the act and would have a detrimental 
effect on efforts to deal with the problem of poverty, in particular, among 
elderly women. It should be deleted. 


Retroactivity: The committee has undoubtedly been warned by many 
representatives of employers to avoid applying changes to the act 
retroactively in pension plans. It is argued that any improvements mandated by 
the legislation should be restricted to service after its effective date and 
should not apply in any way to pensions in pay. Application of new standards 
to past service or to pensions in pay would make the legislation retroactive 
and, thus, unfair to plan sponsors. 


We have heard such arguments-in connection with two of the proposals we 
have made today: making two-year vesting of pension benefits and pension 
portability applicable to all credited service, regardless of when tvs 
earned, and applying indexing rules to pensions in pay. 


There are two major problems with the retroactivity argument, one 
logical and one political. First, the suggestion that applying new standards 
to past service amounts to retroactivity reflects a misunderstanding of the 
way pension plans typically work. 


In most pension plans, the value of the benefit at retirement 
attributable to past service is not fixed until that retirement date. In 
negotiated flat benefit plans that provide for a benefit based on a fixed 
number of dollars of monthly benefit for each year of service, the benefit 
formula is updated regularly and applied to past as well as current service. 
In most earnings-related plans, the benefit payable for past service is either 
updated automatically in the case of final-average plans or adjusted regularly 
in career-average plans. 


50 


In either case, making changes in rules applicable to past service is by 
no means unusual. In fact, it is built into the way these plans operate. It 
does not amount to retroactivity in the normal sense of the word, and the fact 
that changes mandated for past service will have to be funded by plan sponsors 
does not make those changes retroactive either. Many other changes that affect 
funding have been mandated by legislative change without generating 
retroactivity arguments. Such changes are also made routinely in collective 
bargaining. The only difference is that they would result from legislation 
rather than collective bargaining or unilateral employer action. 
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It is also worth noting that changes that affect the funded status of 
pension plans with respect to past service are extremely common. For example, 
a simple change in the interest rate assumption used by a plan actuary will 
retroactively change the funded status of past service benefits. Application 
of new pension rules to past service would be no different from the 
perspective of plan funding than changing the actuarial assumptions on which 
contributions to the fund are based. If the legislation were to reach back and 
grant earlier vesting to employees who have already terminated without vested 
benefits, for example, the retroactivity objection would be legitimate. That 
is not, however, what is being argued. 


The retroactivity argument is no more applicable to adjustments to 
pensions in pay than it is to changes in vesting rules. We are not suggesting 
that pensioners be compensated retroactively for benefits lost in the past 
because their pensions were not indexed. We are suggesting that, starting with 
the effective date of the legislation, pensions in pay be adjusted for the 
erosion of their value that has taken place since that value was established. 
Such adjustments would not be unusual. A small number of pension plans already 
incorporate full indexing. A much larger number of plan sponsors make regular 
adjustments to plan benefits to offset some impact of inflation. 


There is an overriding reason for the retroactivity complaints to be 
ignored. In our view, it is politically unacceptable to apply changes in the 
rules applicable to pension plans only to service earned after the 
legislation's effective date. As far as early vesting and portability are 
concerned, those who make the retroactivity arguments should try explaining to 
workers in their 30s that they have got two-year vesting, but it will only 
apply to a small portion of their. pension benefits. 


For indexing, the political argument is even more powerful. If inflation 
protection is not applied to past service and pensions in pay, it will be a 
generation before the benefits of mandatory indexing are felt by the retirees, 
and that will not be seen by anyone as an acceptable response to the demand 
for inflation protection. 


Mr. Chairman: Thank you. I have trouble, not listening to you but 


following you in here. You mentioned a 45-page brief. Have we got another 
brief from you, or has it been condensed? 


Mr. Gerard: There is a substantial brief that will be circulated. If 
you do not have it, you will be given it. This is a summary of the brief. 


Mr. Chairman: Fine. Thank you. 


Hon. Mr. Kwinter: I would like to respond to Mr. Gerard. He asked me 
if I would clarify the situation and he wanted to hear a statement. 


I would like to take this opportunity to reaffirm our strong commitment 
to introduce mandatory inflation protection in the context of our pension 
legislation. Ontario was the first province in Canada to commit to taking 
action on inflation protection for pensions. Because of that, we have a 
special duty to ensure that the direction given for implentation is well 
reasoned and effective. We want to know and weigh all the possible approaches 
and the costs and impacts on plan members and sponsors. To that end, we 
established the Friedland task force to come up with and determine the most 
appropriate formula and phase-in procedure for inflation protection. 


Their mandate was, and I want to assure you is--there has been no change 
whatsoever in their mandate--to consider the following: 
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The needs of employees to have retirement income protected from the 
effects of inflation. 


The needs of employers to have finite and affordable pension costs. 


The importance of maintaining and expanding the private pension system, 
and, in particular, defined benefit plans. 


The impact of any formula on active employees, existing pensioners and 
deferred pensioners. 


The formulae and recommendations relating to inflation protection 
contained in previous pension studies from Canadian jurisdictions and issues 
studied by other jurisdictions and any formulae currently used in pension 
plans. 


The relationship between inflation protection and other pension reform 
items or issues in the Pension Benefits Act of 1986, such as the 50 per cent 
employer cost, treatment of surplus, portability and vesting, the appropriate 
phase-in and implementation period for inflation protection and the 
appropriate period to be provided to plan sponsors to fully fund inflation 
protection. 


That is their mandate. That was their mandate and it has not changed. We 
have given them our complete commitment to that. Again, I want to state that 
from the day I introduced this legislation, this government's position has 
been that it is committed to mandatory inflation protection. 


Mr. Gerard: Let me say at the outset that I did not come here to get 
into a debate with you about anything and I do not want any of my comments to 
be taken overly personally. but with regard to the matters that have been 
raised in the electronic and print media in the last several days, on behalf 

f the 80,000 members I represent and our involvement with the Ontario 
Federation of Labour's 800,000 members, until we see a legislative amendment 
sponsored by you, sir, from this committee, incorporating the principle of 
inflation protection and protection of surplus assets, with all due respect, 
your comments will simply be nice words. 


I want to express my outrage when I hear you say you are committed to 
inflation protection and then I read in the paper that the Ontario Chamber of 
Commerce has moved to your position. I find that very difficult. 


Hon. Mr. Kwinter: Have you read the transcript? 


Mr. Gerard: I have read what I was provided with and I have not read 
the transcript. 


Hon. Mr. Kwinter: Let me just-- 

Mr. Gerard: I am not finished yet, Minister. 

Hon. Mr. Kwinter: Okay, that is fine. 

Mr. Gerard: I did not come to get into a debate, but 1 want to say, 
with all due respect, that I accept you at your word. The best way to fu ta 
that is to have a legislative amendment to Bill 170 from this committee, 


incorporating in principle the concept of inflation protection, and then we 
will see what the Friedland task force comes up with. We have created a 
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situation where that task force has no credibility, certainly among my 
membership, and I will be surprised if I am not raked over the coals for 
making a presentation to it. I think it is important that you know that. 


Hon. Mr. Kwinter: If I can just explain to you what the situation 
was, when the chamber of commerce report talked about mandatory inflation 
protection, the first thing it said was that the chamber of commerce is 
opposed to including mandatory inflation protection in Bill 170 and is 
committed to waiting for the task force to report. That was the first thing 
they said about mandatory inflation protection in their brief. 


What I said is that they agreed with me. That is exactly my position. In 
that same exchange, I said in a response to Mr. McClellan that their position 
is not like mine because they do not agree with mandatory inflation 
protection. I do and I stated that. I stated unequivocally that our government 
is committed to it. What has happened is that I agreed with their position 
about not putting it into Bill 170. I agreed with their position that they 
should wait for the task force to report. Where we disagree is that they are 
opposed to mandatory inflation protection and we are in favour of it. That is 
in the transcript, and anyone who can read it with an impartial, reasonable 
approach will see it. It is as simple as that. 


Mr. Gerard: I sincerely hope your commitment to inflation protection 
will be incorporated as a recommendation of this committee to incorporate the 
principle of inflation protection in Bill 170. One of the reasons, after some 
trepidation, we agreed to have one of our own people take part in that 
Friedland commission was that we were made to understand from the highest 
source that this government was committed to the principle of inflation 
-protection. 


I am not sure, and you may or may not know--I do not want to let you 
think I make all my statements based on what I read or see in the media--but I 
suspect very strongly that some time this spring, this summer or this fall 
there is a possibility of an election. If we do not have a recommendation from 
this committee to incorporate inflation protection into Bill 170 before the 
election, I will certainly doubt the government's commitment to inflation 
protection. With all due respect, to say you are in favour of inflation 
protection, then to say that it may be too expensive to implement, is grabbing 
on to the hysteria that has been generated by the plan sponsor community. 
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I just finished some bargaining meetings in the past couple of days. We 
are not here to divulge our bargaining plans or our strategy when there are . 
some media people here, but very clearly in several meetings on costing of the 
pension proposals, we have managed to take the initial hysterical comment of 
the employer and cut it in half. I read the headlines from General Motors that 
it is "just astronomical" but when we talk to people within our organization 
and within other organizations who understand pension plans, nobody can 
rationalize where those kind of figures come fron. 


I want to say again to the committee and to the minister that to 
generate the kind of headline that says "Probe May Find Pension Reforms Too 
Expensive," on the heels of a headline that says you are opposed to inflation 
protection, on the heels of a headline that says, by the employer and the 
pension industry, that establishment of indexed pension plans will mean that 
people have to be abandoned and will not get pensions--I do not get all my 
information from the media, but if one looks at the context of three or four 
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separate hysterical statements, one is left with some very serious doubt about 
the government's true intentions. 


Again, I want to say to you that I take you at your word; I have no 
reason not to. But you will certainly reaffirm your word when you recommend to 
this committee that it incorporate the principle of inflation protection in 
Bill 170, subject to whatever formula the Friedland task force comes up with. 
Not to do that, in the light of what has transpired, puts your credibility and 
the credibility of your government, certainly the credibility of the Friedland 
task force, in serious jeopardy. I think the workers of Ontario deserve better 
than that. 


We are guoting from the industry's own comments, in the light of the 
fact that the industry is saying "if we had to provide adequate pensions, we 
would collapse." We have to decide. Are we going to have a private pension 
industry that uses us as a milking cow for sources of investment capital? I do 
not have to tell you. You are the minister. You know how many corporations 
have raided the pension funds. 


I come from a company that raided the pension funds. I am sure Inco has 
taken it out. We come from a company that takes pension money and uses it to 
defer its contributions. If I represent a small group of workers that bargain 
50 cents an hour into their pensions and the employer generates a surplus and 
only puts in 25 cents an hour, that 25 cents represents a little over $500. ee 
you were stealing $500 from every worker in this province, you would be put in 
jail. That is legalized theft of workers' deferred incomes, and this 
government has to put a stop to it. 


Mr. Chairman: I wonder .if we can go now to Mr. McClellan. 


Mr. McClellan: I understand from what you said, Mr. Gerard, that 
when the proposal of the Friedland task force was put to representatives in 
the labour movement, it was put to you that it would be an implementation task 
force, looking at ways and means but not looking at the principle. Is that 
correct? 


Mr. Gerard: Yes. 


Mr. McClellan: Just so you are aware of what the minister did say on 
Wednesday, April 8, 1987. I am sure the minister will .want to read along with 
me. It is on page G-24 of the transcript. First, he said, "My concern is 
exactly the concern that was expressed today." He is talking about the concern 
expressed by the chamber of commerce. "You may get it, but you will have no 
pension plans to index. Because what industry will do is they will either go 
to a defined contribution plan or they will refer back, to go to 4 saving 
RRSP....What we are going to do is destroy the system." 


Then he went on to say: "We have said, ‘Let's get together a group that 
represents all of the parties that are going to be affected and let them take 
a look at it.' And let them come back to us and say, ‘This is what you should 
do.' And they come back and say, ‘We have looked at it and it makes no sense 
and that you should abandon your policy even though you are in favour of it.'" 


It is very clear that the kind of commitment that was given to you, I 
understand from what you said, by the Premier (Mr. Peterson) himself-- 


Mr. Gerard: Let me make sure the record is clear. The Premier did 
not personally tell me; the Premier personally told our nominee. 
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Mr. McClellan: That a commitment that had been made no longer 
stands, because it is clear from what the minister said on Wednesday that it 
is open to the Friedland commission to report back that mandatory inflation 
protection is impossible, that it cannot be done and that it should be 
abandoned as a policv. So I accept the validity-- 


Mr. Gerard: So long as it is abandoned for politicians as well. 
Mr. McClellan: What is sauce for the goose is sauce for the gander? 
Mr. Gerard: That is rient. 


Mr. McClellan: I sgree with you when you make a strong 
recommendation that the legislation enshrine the principle of mandatory 
inflation protection and that we leave it to the Friedland task force to do 
what was promised it was supposed to do, which was work out ways and means and 
to solve some of the technical problems. If we do not, we can all kiss 
inflation protection goodbye. 


Mr. Chairman: Minister, a short wrapup please. 


Hon. Mr. Kwinter: I just want to leave with you the fact that we are 
committed; I am telling you that we are committed to mandatory inflation 
protection. I have read you the terms of reference of the Friedland task 
force. That is our position. It has not changed. That is the position of this 
minister and that is the position of this government. 


Mr. McClellan: were you telling the truth on Wednesday or are you 
telling the truth today? The two statements are incompatible. 


Hon. Mr. Kwinter: You have to take that in context of what we were 
talking about. That was in the area of the (inaudible) of the discussion. 


Mr. McClellan: Is the Friedland task force a feasibility-- 


Hon. Mr. Kwinter: It is not a feasibility study. Il heve told you 
that and I have told that to you repeatedly. I am saying to you this is where 
we are. Our position has not changed. I have reiterated that to the members of 
the task force. They know it. 


Mr. Gerard: Could I ask a couple of very brief questions? 
Mr. Chairman: Yes. 


Mr. Gerard: When is this parliamentary general government committee 
supposed to report? 


Mr. Chairman: We have been given, as all committees of the 
Legislature were, certain sitting days during the recess and we sit just 
today, tomorrow and Thursday. Then we have to get further sitting time, which 
presumably will be for clause-by-clause debate, from the House leaders. That 
will, in all likelihood, not start until April 28 at least, when the House 
returns. More than that, I cannot tell you. 


Mr. Gerard: That is fine. I just had some concern about the time 
frame. As I have said, I did not come here to be argumentative, but I want 
just to close by letting you know the views of our union in a very brief 
summary. 
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In the light of the very strong comments the minister was trying to 
impart to me, my belief is that we are left on this issue with, quite frankly, 
only three alternatives: that this committee incorporate the principle of 
inflation protection along with many other principles in its recommendations 
when it is finished. I would say that if it does not do that, then the 
credibility of this minister is in jeopardy and he should resign or the 
Friedland task force should be disbanded, because of all the nice words, the 
only thing that is going to prove it to our members is if it is in the 
amendments to this bill. 


Il believe that the minister is sincere, and I have no reason to 
disbelieve him, but we will see that happen. 


Mr. Chairman: The committee understands the point you are making and 
thanks you very much. 


The next presentation is from the Canadian Co-ordinating Committee for 
Jointly Trusteed Multi-Employer Pension and Benefit Plans. I understand we 
have Mr. Rivers, Mr. McCambly and Mr. Koskie. 
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Mr. Chairman: If one of vou would identify yourselves to us, then 
please proceed with vour presentation. 


CANADIAN CO-ORDINATING COMMITTEE FOR JOINTLY 
TRUSTEED MULTI-EMPLOYER PENSION AND BENEFIT PLANS 


Mr. McCambly: Mr. Chairman and members of the committee, I feel. 
sorry for you, first of all, because I was sitting back there watching, and I 
think those must be heat lamps rather than-- 


Mr. Chairman: Yes; not quite mild. 


Mr. McCambly: My name is Jim McCambly, and I am chairman of the 
Canadian Co-Ordinating Committee for Jointly Trusteed Multi-Employer Pension 
and Benefit Plans. Cliff Evans is the secretary to that committee and, 
unfortunately, was not able to be here today. On my left is Bill Rivers, a 
consultant for an actuarial firm and Ray Koskie, our legal consultant . 


At the outset, I want to say we have quite an extensive brief that has 
been tabled with you. We have no intention of reading it, but we will leave it 
for your consideration at your leisure. However, there are areas I think we 
need to talk about a bit. With that, I would hope to leave sufficient time for 
questions, because I think it is quite a different situation we come here with 
in terms of not representing a particular union or a particular industry, but 
rather a type of pension plan that has some pretty unique characteristics. 


I would like to say we are pleased the committee has given consideration 
to some of those characteristics, probably in a better way than anyone has 
attempted to address before. Nothwithstanding that, there are some areas we 
feel need to be changed. One of the fundamental starting points is to make 
sure the committee understands, from our perspective, what a multi-employer 
plan is. 


In our definition, we suggested a multi-employer pension plan is where 
two or more usually unrelated employers contribute, with a result that the 
service, with all participating employers, is aggregated in determining the 
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individual benefit. These contributions are not necessarily the same in every 
plan; very often, they are related to cents per hour or dollars per week or 
even, in some cases, percentages of pay. 


The important aspect in that context is that, in every instance, the 
cost to the emplover is fixed. It is fixed by collective agreement. It is not 
variable. As I say, as part of the collective agreement, it is not able to be 
reduced because a plan is operating in an exceptionally efficient way. There 
is no reduction that can come that way. There is no opportunity, at any time I 
have ever witnessed, for an employer to recover moneys that have been paid 
into the plan, regardless of how well the plan is doing. 


With those points in mind, I would want you to be clear that all the 
plans we represent are jointly trusteed plans, not always equal, but always 
with at least 50 per cent of the trustees representative of employees. So a 
lot of the normal problems that happen in single-employer plans disappear with 
multi-employer plans. 


The areas of coverage are, for example, entertainment, maritime 
construction, textiles, pulp and paper, food processing, retail, 
transportation, printing, needle trades, mining, manufacturing and service 
industries. 


From its base, our co-ordinating committee represents about 500,000 
breadwinners, and there are at least some 250,000 additional members of unions 
who are covered by this kind of plan in other areas that are not directly 
affiliated with our committee, although I am sure our views are very similar. 


- We acted in preparing and presenting a submission for the’ Pension © 
Commission of Ontario subcommittee on multi-employer plans, and we have 
appended that at the back of our brief. I suggest that any time there is any 
question about our position on any of these points, you might well find it in 
that submission. Otherwise, the areas that we would like to highlight will not 
even deal with all of the ones that were in the executive summary, but some 
require some specific attention. 


To start with, in terms of the definition, we had a very specific 
definition in our original proposal, but we have come back to try to address 
this issue with regard to the particular draft bill that has been presented. 
There are a number of plans that are called multi-employer plans that we would 
probably more aptly describe as multi-unit or multiple-employer units, but 
they do not have a jointly trusteed administration. 


In order to enable all of those plans to be recognized under the pi. 
the definition that has been prescribed is quite appropriate, but it does not 
recognize the situation where a multi-employer plan has been originated 
because a collective agreement consummated between employers and employees 
caused the plan to come into effect. So in order to expand that definition 
slightly in terms of the act, we suggest that the words "collective agreement, 
participation agreement or any other agreement" be added to the definition 
that is already there. 


Tying in with that, in terms of the registration area under clause 
8(1)(e), there is a provision in there talking about a collective agreement. 
We have concluded that every plan ought to have the right to be recognized as 
a multi-employer plan if 50 per cent or more of its trustees are 
representative employees. 
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I hope that we can emphasize to you that some of the horrendous things 
that vou were trying to deal with--the last presentation was an 
example--virtually disappear when the employees are able to have at least 50 
per cent control of their own destiny, their own funds and their own pensions. 
I advocate strongly on behalf of all of our committees that we encourage as 
many plans as possible to get into that method of operation. 


We have suggested that clause 8(1)(f) be deleted, but that is something 
to which you might give consideration to encourage, strongly, plans to become 
jointly trusteed. If not, then it might be that clause 8(1)(f) should stay if 
you feel that immediate step is not appropriate. 


We will come back to that question of definition. If anybody has any 
concerns about it, I will be glad to deal with them. 


In terms of the conflict of interest, which appears on page 15 of the 
submission, I will just touch on this briefly because we feel that the 
reference to conflict of interest in the bill goes too far. It is virtually 
impossible in most plans to avoid some form of conflict of interest, but in 
multi-emplover plans, it becomes even more difficult because there are 
employees and employers consistently operating, managing and administering the 
plan as trustees. 


We have given a number of examples of how these kinds of conflicts might 
arise. We suggest to you that you take a look at the provisions that were put 
into the Employee Retirement Income Security Act, section 408, that recognize 
the fact that trustees of multi-employer plans have an unavoidable conflict of 
interest and there are provisions there, that probably should be appropriate, 
that the superintendent in Ontario be given the right to establish an 
exemption procedure for the purpose of this subsection. The ways that 
exemptions might be appropriate, again, are identified, or we could go into 
more detail on this. 


1600 


With regard to eligibility, which appears on pages 20, 23 and 24 of the 
brief, the matter of eligibility in multi-employer plans is considerably 
different from that of a single employer. A period of time, particularly with 
reference to consecutive employment, is virtually impossible to identify in 
areas like construction where there are a few days' work, a few weeks' work, 
periodic employers and so on. 


What we have recommended and, I might say, what has been accepted in 
Alberta, is that an identity of a minimum number of hours, such as not less 
than 350 hours in each of two consecutive calendar years, should be used to 
determine eligibility, so you have a minimum number that might be accumulated 
in a period larger than one year. 


Just to follow on with that, there is the matter of vesting. The top end 
of that, in terms of a maximum, ought to be at 1,400 hours per year or 2,800 
hours acquired at any time during a two-year period. You could go from 
musicians to construction workers to miners to various occupations; and the 
opportunity to acquire a vesting right may be compacted or it may be spread or 
whatever. So those two requirements, in terms of eligibility and then in terms 
of vesting to accomplish a two-year vesting period, again need to be 
identified in hours, and we are suggesting 1,400 hours per year or 2,800 hours 
in 24 months. 
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With regard to the reciprocal arrangements, that appears in some 
different locations. I think it appears in different formats on pages 26, 29 
and 11. I would just like to summarize this whole area and point out to you 
that there has been a tremendous effort, by virtually all plans in Canada that 
come under the multi-employer concept, to achieve various types of agreements 
that will acquire benefits for the participating emplovees. But they are not 
all money-follows-the-man; as a matter of fact, that is not suitable in some 
instances. 


For example, if two or more plans assemble accumulated values that 
people have acquired in different plans and accumulate them to a total value, 
even though they may be in different provinces or different locations, the key 
thing is to be sure people get the value that has been accrued within each of 
those plans. A good way to give you an example of that is that it was 
certainly not long ago when we were looking at 10-year vesting. Some of the 
plans are voluntarily five and two; you might have two years in one place and 
three years in another, which would accumulate a five-year vesting period. But 
I am just pointing out that we need to be sure to allow not only 
money-follows-the-man but also an accumulation of benefits in more than one 
plan. 


Third, the potential of people taking money out of plans, I think, is a 
very logical route to go when you are talking about single-employer plans or 
where the individuals do not have any say over the destiny of their own money. 
That is a logical approach. But in what we are identifying as multi-employer 
plans, there is always a majority, or at least 50 per cent of the 
representative status for the benefits of those individuals is from the 
individuals collectively. : 


-In our estimation, that is the same as an individual representation. 
Once that plan has been actuarially sound and accounted for and continues to 
plan benefits for all the members over an extended period of time, to say that 
people might have the opportunity to pull their money out of it and put it in 
registered retirement savings plans or something else where they might be able 
to pull it out a week or two later, is in our judgement from a lot of 
experience not necessarily in the best interests of the individuals, because 
our plans have proven to be very successful in their investment strategy etc. 
It also puts the plan in a very difficult actuarial position. The whole bottom 
line of that question comes in the fact that the individuals are already 
represented. It is not as though somebody else is making the decisions. There 
is a collective decision from their trustees who never have less than 50 per 
cent control of the plan. 


I will mention one other point and then probably throw it open for 
questions or comments from my colleagues, and that is with regard to page 34, 
the speedy arbitration or the proposal regarding delinguent contributions. The 
proposal suggested there should be emphasis on penalizing delinquent employers 
and their directors rather than creating a potential liability against the 
administrator. When we are looking to resolve this question in the 
multi-employer plans, simple recognition is not the answer. We feel there need 
to be some teeth to ensure that there is an ability to collect delinquent 
contributions or premiums. 


We say what is needed is a speedy arbitration process that could be 
initiated by a multi-employer plan, trustees against employers for the purpose 
of recovering delinquent contributions. That is the recommendation of the 
subcommittee. Again, that has been considered previously as a very positive 
approach to acquiring delinquent employer contributions. 
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There are other areas about which we could go on for hours and hours, I 
suppose, because the operation of the multi-employer plan business is probably 
the biggest single initiated area of joint employer-employee sponsored private 
plans. I suggest they are as good or better run plans than any in the country. 
It is really important that we use all our efforts to be sure that they are 
able to continue to do the kind of job they have been doing and if possible 
expand the private pension plan field to more people and not create 
legislation that, in trying to correct other problems in the pension field 
which we fully agree exist, is going to cause a detrimental effect on these 
plans we are representative of. 


There may be other things you want to question us on, but I will lead 
into that in a moment. Is there anything I have missed? 


Mr. Koskie: I think you should appreciate that what we are doing 
here is a very unique situation. The multi-employer pension plan--we call it 
MEPP for short--was never really dealt with by pension legislation before. As 
strange as that may seem, we have many of these plans registered in Ontario 
but the legislation at the moment does not purport to deal with MEPPs. In 
fact, the Supreme Court of Canada in a case I argued a few years ago upheld 
the Ontario Court of Appeal that this legislation does not apply to MEPPs. 
Nevertheless, we have all these MEPPs that are registered with the Pension 
Commission of Ontario and there is no mention in the legislation about this 
kind -of plan. 


For the first time, we have government trying to come to grips with 
MEPPs. What disturbs me and my clients is that the pension commission, because 
it really knew very little about how MEPPs are administered, struck a 
subcommittee to advise it on recommendations of amendment to the Pension 
Benefits Act dealing with MEPPs. That committee consisted of members of all 
aspects of the MEPP industry--employer trustees, union trustees and 
professionals. We came up with a unanimous package of recommendations to the 
Ontario pension commission which that commission adopted. We met with the 
commission to explain the unanimous recommendations, and those recommendations 
were supposedly put to the Canadian Association of Pension Supervisory 
Authorities. From then on, things seemed to go the other way. 
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We do not understand that. We spent a lot of time and money advising the 
government in the area of MEPPs. We came up with unanimous recommendations and 
yet a good many of them are not included in Bill 170. Of course, one of the 
most important ones is the definition of a MEPP. We struggled with that and we 
persuaded the commission that our proposed definition limiting a MEPP to a 
pension plan arising out of a collective agreement is the one that made the 
most sense in the circumstances. We see in Bill 170--and indeed when we saw 
the predecessor of the draft bill--a complete change of approach on the 
definition of MEPP. 


As Mr. McCambly has indicated to you, we have proposed a compromise on 
the definition of a MEPP. We are willing to say we will not limit it to 
pension plans arising out of a collective agreement. We will include in the 
definition of a MEPP any type of multi-employer plan, including those that 
arise out of a collective agreement, but it has to be in line with clause 
8(1)(e) of Bill 170, which applies only to MEPPs. Clause 8(1)(e) deals with 
the joint trusteeship. At the moment, clause 8(1)(e) is applicable only to a 
MEPP arising out of a collective agreement. It is our position that all MEPPs 
should be treated in the same way, and therefore, all MEPPs should be required 
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to have at least 50 per cent representation of employees. That is the essence 
of our proposal. A rose is a rose is a rose. We should not treat different 
MEPPs differently from others. They should all be treated on the same basis. 
That is the essence of our proposal. 


Another area in which we made some very strong recommendations through 
the subcommittee and that were adopted by the subcommittee is the handling of 
contribution arrears to MEPPs. Our subcommittee was unanimous in its 
recommendation that the trustees should have resort to the speedy arbitration 
process by which to recover delinquent contributions. Again, the pension 
commission was persuaded on that, but we do not know what happened thereafter. 


In my respectful submission, the way in which the government is dealing 
with this matter in Bill 170 simply does not deal with the problem at all. It 
completely avoids it. All it says is that the administrator must advise the 
superintendent of the arrears of contributions within 60 days after they come 
to the knowledge of the administrator. So what? There is no follow-up on that. 
What, if anything, is the superintendent going to do? 


All the bill purports to do beyond that is to give the trustees the 
right to sue in court. All that really does is make more work for the legal 
profession, which is not in the best interests of my clients and is not in the 
best interests of the beneficiaries. The court process is clogged enough as it 
is. I need not tell you. You know the problems that exist there. The speedy 
arbitration process has worked in labour relations and it can work in this 
area, too. We very firmly advocate that that be reconsidered by you and put 
into effect because that will ultimately affect the pension benefits which the 
workers in Ontario a reeeive upon retirement. 


Those are suet the few points I wish to highlight. 


Mr. Rivers: I would like to comment on three other points that are 
supportive of our position of why multi-employer plans are unique and why they 
have worked so well. There are two issues you have probably been talking an 
awful lot about in the past few days that we really have not mentioned too 
much. One is surplus withdrawal. Multi-employer plans do not have a problem 
with surplus withdrawal. Purely and simply, surplus from actuarial gains in a 
multi-employer plan is used to increase the benefits for the beneficiaries of 
the trust fund. The money does not go back to the employers who contributed 
under any circumstances. 


The second area is inflation protection. Again, the gains that arise in 
a multi-employer plan are not used to reduce employer costs. They are not used 
to give it back to the employer. They are used to increase the benefits. 
Typically, in a multi-employer plan where there is employee representation, 
decisions are made to improve the benefits not only for the active 
participants but also for the pensioners. 


For those two reasons, multi-employer plans have dealt very nicely in 
the past with the surplus issue and with the inflation protection issue, and 
we would suggest to you that you study that carefully. 


My final comment is on the portability issue. Mr. McCambly made a brief 
comment about it. Ever since they have existed, multi-employer plans have 
entered into reciprocal agreements with other multi-employer plans, so that 
when you have a mobile worker, principally in construction, whether he is 
moving from being an operating engineer to being a labourer in Ontario or 
whether he moves as a labourer from Ontario to Alberta, these reciprocal 
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agreements bring about portability. As a result, we do not think portability, 


as proposed in bill 170, is necessary for multi-employer plans and in fact 
could be detrimental to them. 


Mr. Koskie: If I may, on the question of portability-- 


The Vice-Chairman: Go ahead, but you are cutting in on your time. 
There are a few people who would like to ask you questions. 


Mr. Koskie: I want to point out that subsection 43(1) of the bill 
does not make sense. The portability provision does not make sense in the case 
of multi-employer pension plans because it talks about a person being entitled 
to apply for the transfer whose employment with the employer is terminated. 


In a MEPP, when he works under a collective agreement, a worker will go 
to work for one employer to another employer to another employer to another 
employer, all under one collective agreement, and each employer is required to 
contribute to that same pension plan. This wording may fit a single-employer 
plan but it does not make sense in a MEPP at all because of the peculiar 
situation. 


Mr. Lane: I think my question has been answered. That was a 
recommendation for multi-employer plans to be exempt from the new portability 
requirements. I think you have just told us why. Up until then, I did not know 
why that would be the case. I can see that now, so I have an answer already. 


Mr. Lupusella: I have two questions and one was also answered by Mr. 
Rivers. It is in relation to the issue that there is no surplus withdrawal 
based on the multi-employer ‘pension plan. The other thing I may need 
Clarification on, and you can tell me, is how the principle of ownership is 
applied in the multi-employer pension scheme. 


Mr. Rivers: If I understand the question, there is the principle of 
ownership of the contributions. 


Mr. Lupusella: Yes. 


Mr. Rivers: There are a few exceptions, but almost all 
multi-employer plans are noncontributory, which means there are forfeitures. 
For the most part, vesting has been equal to the minimum legislation, although 
many of them have moved off the 10 and 45 in Ontario to at least five years. 
But if you are not vested, then there is a forfeiture, as there would be in 
~- any noncontributory plan. However, funding of the benefits is on a pooled 
concept, so all the forfeitures are used to benefit those who remain as 


actives, either vested or nonvested. 


Mr. Lupusella: I think you have clarified my doubt. Actually, you 
are following the principle that is explained within the legislative power of 
the province, but there is no particular definition of ownership within the 
plan per se. Am I correct? I had the impression there was another definition 
of ownership within the plan besides the legislative bylaw that governs the 
plan in the province. 


Mr. Rivers: Do you mean individual ownership? The contribution goes 
in on behalf of an individual and then he has ownership of that contribution?’ 


Mr. Lupusella: Yes. 
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Mr. Rivers: For the most part, and there may again be exceptions, if 
it is a money purchase plan, there might be an account kept and there could be 
declared ownership, but typically, they would follow whatever vesting rules 
the particular plan has adopted to create the right or the ownership. 
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Mr. Lupusella: You understand my confusion. We have so many private 


pension plans in Ontario. They do not have the general guidelines of 
government plans. 


Mr. McClellan: We have heard a number of presentations. It is 
certainly very persuasive and convincing that there need to be separate 
provisions for multi-employer pension plans. I wish we had more time, and I 
think I will pursue this outside the committee hearings, but I am fascinated 
with the rather casual acceptance, if I may put it that way, of the notion 
that surplus funds belong to members of the pension fund as opposed to the 
kind of hysteria we are getting from all the business representatives who are 
coming before us, yet you are before us as joint management-employee 
deputations. I think we will want to know a lot more about MEPPs before we go 
too much farther. 


The only thing that made me a little nervous was not your brief at all, 
but the presentation made by the Council of Ontario Construction Associations 
this morning. I assume that many of the trade associations that are listed as 
members of COCA are also participants in MEPPs, yet their brief, when they put 
it this way, was kind of reactionary. They were even opposing two-year 
_ vesting. They certainly opposed surplus withdrawal restrictions. I guess I 
‘need some reassurance that we are not hearing two things. . 


Mr. McCambly: I am not sure what they said on surplus, but I would 
be anxious to see what they said on withdrawal restrictions. 


In terms of the two-vear vesting, there is no doubt that it is going to 
tax our plans. They are going to have to make adjustments and it is going to 
be a cost item that they are going to have to come to grips with. Most of our 
plans are already getting down to five years. We have one major plan that is 
already at two years and, quite frankly, it has cost it quite a bit to do that 
voluntarily. 


I guess we are more or less saying that two vears is a fait accompli. We 
are prepared to deal with that. It is going to be a cost item and it is going 
to trade from one pocket to another. If you are going to be dividing one 
benefit, those others either might have to not be increased or suffer 
slightly, but we are not opposing the two-year vesting. 


I might also say there sre some people who would have liked to have seen 
it come in a little more gradually, but there are things that are very 
positive about the two-year vesting. The whole question of portability and an 
employee acguiring rights is substantially reduced when vou get that down to 
two years. It does tend to reduce some of the other problems. 


I want to add something else, and it may be apart from that brief. 
Actually, I am not paid by the co-ordinating committee; it does not have that 
much money, not that I am worth that much. I am president of the Canadian 
Federation of Labour, so in that role we have a lot of affiliated unions that 
are in various walks of life. Not all of them are fortunate enough to be 
covered by a multi-employer pension plan. Not all of them are fortunate enough 
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to have jointly trusteed arrangements for their pensions so that they have a 
say over the eventual success or failure, if necessary, of the pension plan 
they have money in. We have people who have been in plans that have been 
gutted by removal of excess earnings or who have had premiums reduced in 


single-employer situations. Primarily, we strive to have employees responsible 
for their own investments. 


If there is anything this committee could do in coming out with a 


recommendation such as we are suggesting, it is to get employees responsible 
for their own welfare. 


A lot of unions that traditionally have said, "Mr. Employer, provide 
these benefits for us; here is our collective agreement; provide these 
benefits," but do not really have a say in the plan, I think now would like to 
see that turned around and would like to see it very different after the fact, 
Suro OLuwhen theuhborseris: outvofethe barn. 2 dolnot thinks iteisttoolateisi¢ 
is still time to continue that role, even to public service pension plans. I 
do not give a damn what kind of pension plan it is. I think employees have 
every right to have at least 50 per cent of the say in what happens in those 
plans. 


We will probably make a submission to this task force that is going to 
be looking at the question of some form of guarantee in terms of inflation 
protection or indexing of pensions. But at this point, I am relatively 
satisfied to say that within the muti-emplover plans, the fact that the 
employer's contribution is constant--it cannot be changed--in good times and 
bad times, the fact that in the past 10 years, when inflation rates hit 19 per 
cent and some crazy rates, our plans benefited greatly and not one cent of. 
that went anvwhere but to employee benefits. : 


You start to put these things together where no money can be taken out 
of the plan for any other purpose. I feel that our plans should be able to 
take into consideration the inflation protection issue and deal with it on an 
ongoing basis and accumulate reserves that should be able to take that in as 
one of the benefits, an important benefit protection. The only thing that is 
also important there that we have to pay attention to, or maybe it needs to be 
legislated, is that if there is any benefit given to plan members, then it 
must be given to retirees. You cannot make fish of one and fowl of the other. 
If you are going to make a change for one, then you must look after the 
retirees. But by the same token, it should not go the other way around. It 
should be good for both retirees and plan members. 


The Vice-Chairman: I would like to thank vou gentlemen very much for 
appearing before the committee. Your brief was very helpful and we are looking 
forward to getting into clause-by-clause. 


Mr. Rivers: Can I just have an explanation from the chairman? I 
heerd the other chairman who was attending at the previous session explain the 
process when the Legislature reconvenes. Will the bill be discussed clause by 
clause in the Legislature? Is that the plan? 

The Vice-Chairman: In this committee. 

Our next presenter is Mr. Rogers, who has been waiting patiently all dav. 


Mr. Rogers: I just wanted to watch to see how things went. 


The Vice-Chairmen: Take your time. Whenever you are ready, you may 
start. 
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Mr. Rogers: You all have copies of the presentation? 
The Vice-Chairman: Yes, we do. 
GARY R. ROGERS 


Mr. Rogers: Mr. Chairman, honourable members of the committee, thank 
you very much for giving me the opportunity to speak to you today. Your work 
is very important. It affects a lot of people in Ontario and it is something 
that I feel very strongly about. 


The subject of my topic is called An Individual Perspective of Employer 
Pensions and Bill 170. What I want to talk to you about is to briefly explain 
my interest in Bill 170, what I think the purpose of an employer pension is, 
some of the things an employer pension is not, some of the problems of the 
current pension system and what I think an ideal pension system might be. Then 
I am going to discuss my position on Bill 170 and some things I think could be 
done to Bild 1/O0sto improve: it. 


My interest in Bill 170: I am an employee. I have worked for six 
employers in my working life. I am around that age where you start to worry 
about pensions and particularly interested in what I can or cannot do with a 
pension. Depending on whether I take early retirement or not, I am probably 
within five to 15 years of retirement. 
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As your committee deliberates the bill, I think you. should always bear 
in mind what the purpose of a pension is, at least as I see it, and I have not 
heard that discussed today. Essentially, I believe thé purpose of an employer 
pension is to ensure maximum employee loyalty at minimum cost and still retain 
the freedom to dispose of the employee, if necessary. I do not think the 
employer pension has any more purpose than that. 


There are a lot of myths that abound about what it is or what it is not 
and what I am going to talk to you next is what it is not. I do not believe it 
is concerned with employees' retirement financial needs. When employers 
discuss their pension plans with employees, they discuss the plan and then 
they usually advocate that the employees ensure they are responsible for their 


retirement income. Self-reliance is advocated quite often when pension plans 
are presented to employees. 


An employer pension plan is not meant to addréss any social objectives; 
that is, poverty in old age. Just the way it works, it is not meant to address 
that. 


It is certainly not voluntary. A little while ago, I sent a letter to 
Mr. Kwinter encouraging him on pension reform. In his reply to me, he 
discussed the voluntary pension system. That was a little bit of news to me, 
because if you are an employee and your employer has a pension plan, you are 
in it as a condition of employment. From the employee's point of view, the 
pension plan is not voluntary. You may not be in it until some minimum period 
passes, but essentially, if the employer has a plan and you meet the condition 
that is defined in the plan, you are in the plan. 


It is certainly not a reward for long service, at least the way I have 
seen it, although it is often touted as such. Particularly when employees 
guestion some of the things that happen if they leave before their retirement, 
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an employer insists that it is a reward for long service. I might ask you: For 
all those employees with very long service who have been laid off over the 


past few years and were given arbitrary settlements for pensions, where did 
their reward for long service g0? 


I think the key thing to bear in mind is that these are some of the 


things the current employer pension system does not really address and it is 
really not meant to address them either. 


I am sure you are all aware of what some of the problems with the 
current pension system are. I will just briefly go over them. We have heard 
about one this afternoon, and that is the employer earnings-stripping. As an 
employee, I really view my pension as deferred wages or deferred income, so 
whether the employer contributes totally or I contribute part and the employee 
contributes part, I think I should be the beneficiary of any increased earning 
in the pension plan. 


Stealing from the unemployed: I think Conrad Black has very clearly 
brought this to the forefront. One thing he should be commended for is making 
the public widely aware of the problem, if nothing else. 


Stealing from widows: The way pension plans are often worded is that if 
the surviving spouse remarries, the pension is terminated. If you look at the 
history of employment in Ontario over the past 50 years, typically what you 
have is a male who is the income earner and the woman stayed at home and 
looked after the family, so primarily the people affected in old age sre going 
to be widows of the pensioners. For whatever reason they want to seek comfort 
in their old age through marriage, they always have to think about whether 
they sre going to be able to live after that. In a sense, the way a lot of 
pension plans are worded is really a form of discrimination against women. 


Arbitrary reduction or termination of benefits: You may have read a few 
years ago about the new hotshot president of a trust company. He decided to 
improve the bottom line and simply declared reduced benefits to existing 
pensioners. That person was very surprised to find out about grey power. I am 
very surprised Michael Wilson did not learn a lesson from that when he tried 
to mug granny and grandad shortly after that. 


Portability: The current pension system, from where I can see, an 
employee's perspective, basically has no portability. If you leave the 
employer, that is it. You often lose most of the pension. 


Long vesting periods: It is usually 10 years, and I understand that is 
what the current legislation addresses. But even if you are vested and you 
have not reached retirement age, you usually get a low, arbitrary amount if 
you leave. What the employer says is: "Here, insurance company, here is $50. 
Forty years from now, buy the employee a cup of coffee once a month." The 
result of all that, I suspect, is a lot of pensioners who are on public 
welfare simply because the private pension system has let them down. 


If vou look at all these things from a pension manager's point of view, 
they are all considered good because they reduce the liabilities of the 
pension fund, but I am very pleased to see that a lot of them have been 


addressed in Bill 170. 


As I see it, the current employer pension system is really a system from 
another age, an sge when employees worked for one employer all their working 
lives, an age when unemployment was relatively low, when inflation rates were 
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relatively low, when there were not the dramatic changes in the work force 
caused by rapid technological obsolescence that we are getting these days and 
when there was not a high proportion of the work force engaged in part-time or 
temporary employment. 


From an employee's point of view, if I were to look at what the ideal 
might be, 1 would really have to say that I would like to see all employer 
pension plans eliminated and replaced with a combination of an expanded Canada 
pension plan and individual savings, which are advocated by employers anyway. 
That is an ideal. I am a pragmatist. I realize the pressures in our society 
these days would probably make this kind of system a long time coming, but 
that is the ideal I would see as an employee. 


If we do not have this, then what can we do? I see that your work on 
Bill 170 is important because if we have to have employer pensions, I would 
support Bill 170, and I encourage you to proceed as rapidly as you can and as 
rapidly as prudently possible. However, when I read over the bill as an 
employee, I thought some things in it perhaps needed addressing. 


The key thing--and some of the speakers have also talked about it 
today--is pension ownership. In Bill 170, the ownership of the pension is 
really not defined, at least not that I could see. My assumption would be that 
by default it goes to the employer, and I disagree with that. I believe the 
employee must own the rights to the pension. The employee must have the rights 
to all his or her contributions, all the interest on his or her contributions, 
all the employer contributions made on his or her behalf, all interest on the 
employer contributions made on his or her behalf, and the employee must fully 
own the rights to the prescribed retirement savings arrangements. 


When I read the bill, "prescribed" said "defined by the regulations," so 
I am not totally certain what it means, but I assume it means it is the 
equivalent of a locked-in registered retirement savings plan; that is, it 
cannot be withdrawn until the employee declares he is retired. That is my 
assumption of what it means, and I hope that is what you understand it to be. 
As I see it, I would like to see the rights of the employee to ownership 
established in the bill. 


Surplus earnings: We have heard a lot of discussion about that. If the 
employee has rights to the pension, then the emplovee should have the rights 
to the surplus earnings of that employee's portion of the pension. If the 
employee is terminated or the pension is wound up, then all the interest 
should go to the employee as defined in the bill. 


Again, it was mentioned here today there was another task force looking 
at how you would cover inflation protection, and I do not propose to address 


the mechanism. All I am saying is that I would like to see the bill make sure 
the employees own it. 


Having seen in the electronic and printed media all the pressures 
against inflation protection, I see a lot of difficulty perhaps implementing 
it. You have probably heard that it is too expensive for employers. It is 
likely going to make them noncompetitive. Perhaps it is going to interfere 
with the free enterprise system. I certainly have nothing against the free 


enterprise system. The only problem I have is that the employees do not get to 
participate in it. 


What you might want to consider is the suggestion I make: a free 
enterprise alternative. If you cannot come to some agreement on how the 
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inflation protection formula be developed, then I suggest an alternative. The 
employee has a choice of either going into the employer plan or taking an 
alternative. The alternative basically says the employer's portion of the 
annual contribution and the employee portion of the annual contribution go 


directly to the prescribed pension savings arrangement and the employees have 
the control over it. 
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For example, if I were to contribute $100 a year to the pension plan and 
the employer were to contribute $100 a year to the pension plan, at the end of 
the year, $200 plus the accrued interest for the year would go directly to the 
prescribed retirement savings arrangement. It is like a locked-in RRSP. If the 
inflation protection mechanism cannot be developed, I see that as the only 
fair way for employees to exercise some control over their retirement income. 


There are a number of other areas of the bill that I think need 
addressing. 


Bankruptcy: For the purpose of the pension plan, if the company goes 
bankrupt, immediately prior to the bankruptcy the employees should be 
considered terminated. In that way, no part of the pension fund or accrued 
interest could be part of the creditor proceedings of bankruptcy, because 
basically the pension plan is not the employer's; it should be the employees’, 
and the employees’ rights to it should be asserted. This ensures that the 
employee is fully protected in these circumstances. 


Another thing that does not seem to be addressed in the legislation is 
what I call self-dealing.: Basically, what I want to see is that the pension 
fund be kept at arm's length from the employer; that is, it should be treated 
as a separate entity, accounted for separately and be visible, if you like. 


Another thing I suggest is that no employer securities be in the pension 
fund because my understanding is that there have been some problems in the 
past where, for instance, municipalities have made the pension fund consist of 
low-interest municipal bonds or an employer simply put its stock into the 
pension plan. What happens when the employer's stock is in the pension plan is 
that if the company goes bankrupt, the employees have nothing and the 
guarantee fund has to pay it. You might want to consider some of the rules for 
self-dealing to ensure that the employees are protected. 


Corporate takeovers: As with a bankruptcy, I think the employees should 
be considered terminated immediately prior to a corporate takeover. What we 
have seen in the last few years, particularly with these people called 
greenmailers, is that the pension fund quite often makes a company an 
attractive takeover target, and quite often, at least to my understanding--it 
may not be often--sometimes the pension fund is actually used to help finance 
the takeover, and I definitely believe that is wrong. 


Another problem I see is a company with an underfunded pension plan 
taking over another company with a very richly funded pension plan and then 
averaging the results to cover the underfunding. I would like to see that 
stopped. 


The other thing that can happen is the pension reduction hiding. You are 
probably aware that last year General Motors bought a corporation called 
Electronic Data Systems, which is a data processing company. The data 
processing employees of General Motors were transferred to that company and a 
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lot of problems ensued because General Motors was considered to have a very 
good pension plan and Electronic Data Systems was considered to have a 
not-so-good pension plan. There were a lot of threatened lawsuits before, I 
understand, a cash settlement was arranged with all the employees. 


If an employee is terminated, the legislation as written in bill 170 
gives the employee the opportunity to take the pension money anda transfer it 
either to the new employer or to the prescribed retirement savings 
arrangement, and I see no reason that should not be in effect at corporate 
takeover. If a company is taken over, the employees would then have the 
choice; they could either go with the new company's pension plan or go with 
the prescribed pension savings arrangement and then start from zero with the 
new company pension plan. I think it is important that you consider that. 


The last item I want to discuss today is the funding basis. My 
understanding is that bill 170 calls for disclosure to employees of what their 
assets of the pension are, but one of the problems I find when I talk to other 
employees, my neighbours and other people is that employees really are not 
sure what the pension fund is. Does it exist? What is it? How is it managed? 
Where is it kept? So in addition to the disclosure called. for in this bill, I 
suggest that there be an additional piece of information; that is, the status 
of the total pension fund: where the funds are invested--for instance, are 
they invested in South Africa?--what types of securities are held, who manages 
the fund, what is the investment performance--that basically says how 
competent are the managers--and what are the management fees. I think the 
superintendent of the pension plans would be interested in that because one of 
the things that person would want to ensure is that management fees were not a 
vehicle for sucking excess funds out of the pension. 


That brings me to the end of the presentation. What I have done isto 
tell you what my interest is in the bill, what I see as the purpose of 
employer pensions, what employer pensions are not, some of the problems that 
have come about because of the current system of employer pensions, what I 
think the ideal is and what I think you can do to improve Bill 170. 


In conclusion, I think Bill 170 is long overdue. I encourage you to 
proceed, but I want to ensure that you reflect employees. 


The Vice-Chairman: Thank you. We have at least one member who wants 
to ask you a question, if you do not mind. 


Mr. Lane: It is really not a question; it is just a comment. 

I would like to congratulate you on the way you have put your brief 
together and the way you explained it. At the end of a long day, it is nice to 
have a brief we can follow, and I think you have done an exceptionally good 
job of putting it together and an exceptionally good job of explaining it. 
Thank you very much. 


Mr. Rogers: Thank you for your time. 


The committee adjourned at 4:47 p.m. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON GENERAL GOVERNMENT 
Wednesday, April 15, 1987 
The committee met at 10:02 a.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: The first presentation is from the Ford Motor Co.: Mr. 
Rehor, Mr. King, Mr. Bedard and Mr. Pygiel. I am not sure who the spokesperson 
is to start. 


Mr. McClellan: I do not think we have the documents yet. 


Mr. Chairman: We have not started yet, either. Please go ahead, 
gentlemen. 


FORD MOTOR CO. OF CANADA, LTD. 


Mr. Rehor: The Ford Motor Co. of Canada is pleased to have the 
opportunity to appear before this committee to present its views regarding 
proposed and planned revisions to the Pension Benefits Act of Ontario. 


Our company has had pension plans for its employees since 1950. At the 
present time, the plans cover over 17,000 active employees and over 6,000" 

' retirees, deferred vested plan members and survivors receiving pension 

benefits. In 1986, benefit payments totalled over $50 million. 


Our plans are defined benefit plans. The unionized employees and 
retirees, about 19,000, are covered by flat-benefit, noncontributory plans. 
Our nonunionized salaried employees and retirees, about 4,000 people, are 
covered by a final average plan which is partially contributory. All our plans 
have early retirement provisions and, where eligible, provide supplementary 
benefits upon retirement at any age prior to eligibility for government 
benefits. The market value of our pension assets is over $1 billion; or maybe 
after yesterday, not quite. 


In our minds, pension reform is overdue. We have supported many of the 
basics, such as portability, earlier vesting and survivor benefits. 
Unfortunately, we believe that the incremental costs and administrative 
requirements associated with Bill 170, the suggested surplus withdrawal 
restrictions and especially the announced commitment to provide inflation 
protection will discourage many employers from establishing and maintaining 
pension plans for their employees. 


Please consider with me the following items: Pension plans are, at this 
time, voluntary. Employers without plans are unaffected by this legislation. 
Only 38 per cent of this province's workers are members of private pensions. 
Of those covered, it has been estimated that over 90 per cent are covered by 
defined benefit plans. Defined benefit plans are considered to be the best 
type of plan for most employees. Bill 170 imposes the most significant costs 
end administrative requirements on sponsors of defined benefit plans. The 
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surplus withdrawal issue affects only defined benefit plans. Inflation 
protection appears to be directed only at defined benefit plans. 


We believe that employers without plans, who are the majority of the 
province's employers, would be ill advised to consider establishing a defined 
benefit plan. Further, we believe that sponsors of defined benefit plans, such 
as ours, must consider seriously the wisdom of maintaining those plans, 
especially with the spectre of inflation protection legislation looming in the 
background. 


In an industry as competitive as ours, we simply cannot afford the 
uncertainties and open-ended liabilities that inflation protection will bring. 
We have an excellent record regarding ad hoc adjustments to our pensioners, 
but these have been provided as a part of the collective bargaining process, 
and based on the economic realities of the times. 


Exhibits I and II attached to this presentation provide perspective on 
how our hourly pension plan improvements have compared with inflation, for 
both active plan members and retirees. With the chairman's indulgence, I would 
like to ask Jim King to take you through exhibits I and II so there is an 
understanding of the material. 


Mr. King: If you turn to exhibit I, this shows what the improvements 
have been to the retirees. I will walk you through the schedule. It goes from 
1962 through to 1987. The second column shows the benefit per month, per year 
of service at retirement. 


For. example, in 1962, it was $2.80 when that individual retired. As of 
‘January 1987, the next column, that is now $14.90. The increase through to — 
1987 is 432 per cent compared to inflation of -325 per cent during that period. 
So those individuals have fared better than inflation by 133 per cent. The 
table does the same thing for each of the years through to 1987, showing what 
the benefit was at the point of retirement, what the benefit rate is in 
effect, and comparing that with inflation. 


I should point out that the early years, particularly from the early 
1960s to the late 1960s, are influenced by the wage parity agreement that was 
subsequently negotiated in the late 1960s. That resulted in those people 
getting substantially better improvements when the auto pact came into effect 
in the late 1960s. 


You can see, starting in the 1970s and into the 1980s, that, in general, 
the ad hocs have averaged in the 50 per cent to 60 per cent range. Some years 
have varied, obviously, because of the economic circumstances of the company. 


Exhibit II does the same thing in reverse order, but it talks about 
future retirees. Again, the first column starts off with the consumer price 
index, where 1981 equals 100, and then talks about the cumulative increase in 
CPI going back to 1962, shows for one of our codes--code A in this case--what 
the benefit level is for 1987, and takes it back to 1962, when it was $2.80. 
Then again, it compares the increases to the active employees during that 
period. You can see that the trend has been pretty well 100 per cent of 
inflation, with some obvious exceptions in some of the more difficult 
years--let us say in 1980, 1981 and 1982--where it fell behind inflation, but 
has been picked back up since. 


Mr. Rehor: The balance of the presentation will provide a more 
detailed perspective of our concerns, starting with inflation protection. 
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| In the report of the Royal Commission on the Status of Pensions in 
Ontario, the general conclusions included the following statement: 


"The commission supports indexing as it currently exists in government 
social security income programs....It cautions, however, against the view that 
all retirement income must be indexed--particularly if any degree of 
compulsion is to be placed on the sponsors of employment pension plans to 
provide indexed benefits, with or without government assistance. Again, these 
pension plans cover only a segment of the population. Any government 
intervention should be on a universal basis." 


We believe this statement is as valid today as it was when the 
commission tabled its report after four years of considerable review. 
Governments should be concerned with ensuring that retirement incomes should 
not fall below a specific minimum level. Pensions beyond that level should be 
subject to competitive realities, and where unions are involved, the 
collective bargaining process. 
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Because inflation protection affects only defined benefit plans, which 
cover about 35 per cent of the province's workers, it discriminates against 
the employers with the best plans. It imposes the greatest costs on the best 
plans and imposes no cost on those without plans or those with defined 
contribution plans and will provide an incentive for employers to move away 
from the best type of plan for employees. 


Based on estimates provided by our actuary, our 1986 pension costs would 
have been about $50 million higher, assuming a long-term average CPI of about 
five per cent and that full inflation protection was in effect for our active 
employees and all our retirees. If indexing were required at 60 per cent, the 
costs would have been about $25 million at a five per cent average CPI rate. 


The actuary also reviewed the incremental cost impact for providing full 
or partial indexing for all our retirees during the 1977 to 1986 period. That 
review indicated that costs would have been over $70 million higher for the 10 
years with full inflation protection at actual experience and about $30 
million at 60 per cent of actual CPI. These costs reflect only the actual 
annual experience, without including the costs associated with expected future 
inflation. 


Income before taxes for our Canadian operations totalled $435 million 
for the 10 years ended December 31, 1986, or an average of $44 million a year. 
Clearly, full inflation protection would have put Ford of Canada out of 
business. 


This is a very important point to think about. While we would 
acknowledge that because of the way pension accounting takes place, the 
incidence of inflation indexing would create a significant front-end load to 
the cost impact and that in later years it would be diminished, the big 
problem, as we see it, is that in our industry in particular, facing the 
considerable amount of comparative pressure that it is, with a 10-year wait 
for the situation to right itself, we may not be around for the payoff. 


You have a classic case of our average earnings during a difficult and 
tumultuous period for our company and this industry--and we are certainly not 
out of the woods--where the front-loaded impact of this proposal, admittedly 
in its extreme, would have literally driven us from a modestly profitable 
position to a loss for the full 10-year period. 
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As a result of that, it is difficult to envision the continuation of our 
operations in Canada during that time period. You can only evaluate the 
prospects for doing business in a particular place in the circumstances that 
exist at the time. None of us have perfect knowledge. If we did, none of us 
would have to be at these hearings today. 


Although we prefer to stay with the defined benefit approach, we can 
assure you that we are already looking at alternatives. It should be 
recognized that because of certain provisions of our plan, such as our 
30-and-out provision, we would be faced with providing indexed pensions to 
employees retiring at age 50 or earlier for 30 or 40 years. Under these 
conditions, we would be exposed to costs that are neither predictable nor 
controllable. This is a situation we must avoid. 


The announced intention to require mandatory inflation protection for 
pensions has created a potentially serious problem for employers, such as 
ourselves, whose collective agreements expire this year. In our industry, the 
influx of foreign competitors establishing assembly plants in Canada will 
result in an overcapacity situation that will result in a loss of jobs. These 
new assemblers have a competitive advantage because most of their parts and 
components are sourced from their lower-cost home countries. They also benefit 
from modern collective agreements and young work forces. The potential for 
lost jobs is therefore greatest for the traditional domestic assemblers. 


Also, to the extent that pension plans are provided, we expect that 
these new companies will have defined contribution plans rather than defined 
benefit plans. We expect the Canadian Auto Workers will have pensions as a 
high-priority negotiations issue to encourage early retirement of older 
workers. Unfortunately, with our mature work force, the near-term incremental . 
costs associated with inflation protection would put us at a further 
disadvantage vis-a-vis foreign competition. We are already struggling to hold 
current production levels. In that context, we will have to resist pension 
plan improvements during the contract negotiations, given the uncertainty of 
the inflation protection issue. 


It must be recognized that governments and regulated corporations, such 
as utilities, are able, because of taxing and rate-setting powers, to generate 
the revenues necessary to meet their obligations. Canadian private sector 
corporations, however, must rely on their ability to sell their products in 
competitive markets to meet pension obligations from current revenues. Exhibit 
III, incidentally, is a copy of a letter on the issue of competitiveness sent 
to David Peterson by our president Mr. Harrigan. 


The next issue we would like to address is the one of surplus 
withdrawals. By the way, I would like to preface my comments about surplus 
withdrawals by telling you that we are not in a position where we are waiting 
in the wings for this to be clarified so we can stand in line to make a 
withdrawal. We have had no applications. We are not in a kind of a surplus 
position that we would be interested in one, but we are very concerned about 


the principles and the flexibility. We do not have an axe to grind in the near 
term for ourselves. 


The funding and asset management decisions required in the responsible 
management of defined benefit plans are extremely complex and fraught with 
risks and uncertainties. Sponsors of these plans have recognized and accepted 
that funding assumptions or investment results that produce shortfalls are 
their responsibility. They have been willing to accept that risk on the 
understanding that they would benefit from surpluses that developed. Now, 
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certain groups in the government are proposing that sponsors retain 
responsibility for losses but not be allowed to benefit from surpluses. That, 
to us, plainly and simply seems inequitable. 


We believe further restrictions on surplus withdrawals will result in at 


least three types of actions, all of which will weaken the financial strength 
of pension plans: 


1. Some sponsors will switch to defined contribution plans which will 
effectively transfer the risk to the employee. 


By the way, I should mention that one of the members of the House 
yesterday was citing an example, which I am sure we would all be very 
sympathetic with, if we had it in our own families, where a pension granted in 
1950 for $100 a month remained the same throughout the lifetime of the 


retiree. The problem with this legislation is that it does not address that 
problem. 


If the incentives had been in place in 1950 favouring defined 
contribution plans instead of defined benefit plans, an annuity bought in 1950 
when the man retired, given the very low rates of interest that existed in the 
marketplace at that time, the kind of annuity that gentleman could have 
purchased could well have given him only $100 in perpetuity. This legislation 
is not addressing that issue, only defined benefit plans. So the example that 
gentleman finds so personally disturbing--and we would all under like 
circumstances find disturbing--is not addressed by this legislation. 


2. Those who stay in defined benefit plans will minimize annual funding 
+o avoid surpluses. 


3. Some will switch from active to passive management and may reduce 
investments in equity markets which will have a negative impact on future job 
creation. 


One thought that occurred to us this morning at breakfast was that it 
was curious that a country like the United Kingdom would impose a penalty on 
surpluses to force surpluses out of nontaxable pension funds back into the 
arena of taxable income-earning asset creation, whereas seemingly in Canada we 
are headed in the opposite direction. We want to drive more money out of the 
taxable income-producing sector into the tax-free sector and thereby further 
reduce the flexibility of government to raise revenue. I find an interesting 
contrast between the two approaches. 


Consider the risks and uncertainties we are faced with in funding our 
plans: We have over 23,000 members in our plans. Some will quit before vesting 
and some will die before retirement. Age varies substantially and service 
varies substantially. Some will retire early, some will retire at 65 and some 
will retire after 65. Some will develop disabilities and retire early. Some 
will die soon after retirement, but benefits could be payable to a survivor 
for years. Some will live well into their 90s. We are exposed to a constant 
barrage of rule changes and, worse yet, rule uncertainties. We must select an 
appropriate interest income assumption. benefit improvements will be 
negotiated. We are exposed to the vagaries of the bond and equity market. 
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Wrong assumptions regarding any of the above can generate gains or 
losses. Once the funds are in the trust, we are responsible for investment and 
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asset mix decisions. Those decisions can have a tremendous impact on the 
fund's investment results compared with the actuarial interest rate 
assumption. Clearly, as a sponsor, we are at considerable risk. If there is no 
incentive for us to take the risks necessary to achieve above-average results 
and reduce costs, why should we bother? 


There are several other points that must be considered in this surplus 
debate. One major factor is the recent strength of capital markets, where both 
equities and fixed-income investment performance have been very strong, until 
the last couple of days. We submit that this is unusual and is unlikely to 
continue on an uninterrupted basis. 


In the early 1980s, for example, when the economy and many businesses, 
including ourselves, were in deep trouble, there was great concern about 
unfunded liability. Because of bankruptcy concerns, the government established 
the pension benefit guarantee fund, which assesses premiums based on unfunded 
liability. This certainly encouraged faster funding; in fact, we suggest that 
governments have always encouraged maximum rather than minimum funding. 


In our case, we made substantial prepayments in the late 1960s and the 
early 1970s, and at least once in the 1980s we had to accelerate funding 
because of experienced losses. Is it really fair to say we have no right to 
any of those assets, particularly based on the effort we have made in terms of 
our management of these funds? Have those accelerated payments not generated a 
larger asset base? Do you really think we would ever do it again if 
governments say we have no claim on surpluses that develop as a result of such 
actions? We would like to believe that governments should continue to provide 
incentives to have these plans better funded and incentives for.the creation 
of new defined benefit plans rather than .to create an environment where the 
incentive exists to underfund the present plans and clearly discourage the 
formation of new plans. 


One final point on this issue: We suggest that if precise funding 
requirements were known along with future investment returns, the point I made 
earlier, we probably would not be here discussing this issue. 


The next section is on administrative issues, and as our material 
indicates, there are a number of areas that concern us, but in the interest of 
time, I will leave those with you and move on to our summary. 


In summary, we believe the government must reassess its position on the 
inflation protection and surplus issues. Administrative complexities already 
make defined benefit plans unattractive to many sponsors. That is unfortunate, 
given that this is considered to be the best type of plan for most employees. 


Regarding inflation protection, we believe that government intervention, 
to the extent it is perceived necessary, must be on a universal basis and 
directed only at a specific minimum acceptable level of retirement income. 
Pensions above that level must be left to the competitive realities of the 
employers involved and/or the collective bargaining process. 


On the surplus issue, we believe the present rules that permit 
withdrawals only for assets in excess of 125 per cent of liabilities provide 
adequate protection to plan members. Sponsors must not be discouraged from 
funding faster and must have some opportunity to reduce their costs, given the 
Significant risks and uncertainties they face in meeting their promised 
commitments. 
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The government's primary objectives should be to maintain and expand the 
private pension system and, in particular, defined benefit plans. Proceeding 
with inflation protection, the imposition of further restrictions of surplus 
withdrawals and the additional administrative burden will, in our opinion, 


make those objectives impossible to meet. In fact, we suggest they will do the 
exact opposite. 


Mr. Chairman: Thank you. Mr. McClellan has a question. 


Mr. McClellan: On page 4 you indicated your 10-year total 
before-taxes income. During that period, on average or on an annual basis or 
on whatever data you have, how much of your contributions to the pension fund 
was written off as nontaxable business expenses? 


Mr. Rehor: To the extent that they were taxable in any of those 
years, there was a tax-deductible expense. 


Mr. McClellan: Do you have the data that you can make available to 
us? 


Mr. King: Not with us. 


Mr. Rehor: Not on a specific basis. In the 10-year period, we were 
in a loss position for four of the six years and, of course, there is a 
cumulative effect of those losses carried forward; so it would impact more 
than just the four years. The specific answer to your question is no. We could 
provide the data at a later date. 


Mr. McClellan: You can? . 
Mr. Rehor: Sure. 


Mr. McClellan: Thank you. That would be helpful. One of our 
difficulties here of which you are not aware is that we have virtually no data 
at all from the Pension Commission of Ontario or from the ministry. We do not 
have any information on the amount of surplus accounts or any history of the 
relationship between surplus and deficit over the last 10 or 20 years, which 
makes things difficult. So any data on your own historical experience that you 
can provide to us is very much appreciated. We would especially appreciate 
receiving-- 


Mr. Rehor: It is particularly relevant too. Yours is an excellent 
question, because when you do have the data in front of you, you will see that 
if you were to overlay our concern, particularly over these loss years--it is 
no secret that the North American automobile industry was struggling mightily 
in the 1980-1982 period and is still struggling in varying degrees. We are 
hardly fully competitive with our highest-quality, least-cost competitors 
worldwide. We have made a lot of progress, but we are not there yet. 


If you were to overlay on these results the kinds of data we are talking 
about, that is the context in which people would have made decisions, not in 
some future: "Gee, in 10 years all of this will get worked out in the wash. 
Yes, there is the present value of money and all that, and that is a problem, 
but...." The problem with business decisions in terms of the realities of 
competing in a particular market or producing in a particular nation is the 
ervironment that exists within the immediate one or two years that surround 


the decision-making process. 
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You certainly have to look at the long term, but if your back is against 
the wall financially, no bank in the world could, would or should overlend you 
money. The fact that 10 years down the road your pension costs are going to 
get better because this wad of front-end loaded liabilities that this proposal 
might bring will in fact diminish; could you borrow against that? Would the 
government be willing to lend money to private enterprise to overcome that 
bulge that it has to swallow? 


That is a very relevant question, I think, particularly in the specifics 
of our industry, our company, in this nation in that time period. We are not 
talking prospectively, pie in the sky, "Maybe we will be," “Accept this 
assumption, please," or "Accept that assumption, please." Those are the facts: 
actual consumer price index, actual pension results, actual profitability. I 
suggest, gentlemen, that Ford of Canada might not be in this province had this 
thing been in place at that time. 


Mr. McClellan: Again, now we are into the economic Armageddon 
scenario that General Motors shared with us the other day. 


Mr. Rehor: No. We are not. I have a little bit of a problem, because 
that is future talk. I am talking actual inflation results, actual pension 
experience, actual profitability and actual conditions that existed in the 
industry in terms of our financial health and our perspectives. That is a 
little bit different than saying, "Chicken Little, the sky is going to fall 
ite 


We lived it. It was real. The Canadian Auto Workers lived it. They lost 
the membership. The United Auto Workers in the United States were all part of 
a common market and a common production base. That was real, and the process 
is going on. To the extent that General Motors does talk about the future and 
the threat of the transplants coming into this marketplace without pension 
plans, there is no guarantee the CAW is going to organize the Japanese 
assemblers. I am sure that is their desire, but the Japanese have demonstrated 
in the United States a very skilful ability to stay nonunionized and many of 
them without pension plans. We have to compete against that. 
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Mr. McClellan: Without expanding the Chicken Little scenario, can 
you tell me whether and on what occasions you have had a deficit in your own 
pension fund within the last 15 years? 


Mr. King: It was in the early 1980s. Leo Pygiel is our actuary. I 
think it was the year when market returns on average within the total fund 
were negative 1.5 per cent within the PFA universe. 


Mr. Rehor: That is absolute negative, much more negative in real 
terms. 


Mr. King: Right; and versus our actuarial assumption it generated a 
loss. Of course, losses have to be funded faster, and they were funded over a 
five-year period. 


Mr. McClellan: What amount of money are we talking about? 


Mr. King: I would have to get that for you. I think we are probably 
talking somewhere in the $5 million to $10 million range. 
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Mr. McClellan; Is it fair to say that kind of expenditure would be 


money that would be otherwise unavailable for the bargaining table? Is that 
not a fair thing to: say? 


NPvecine ss NO, L Go not think) so. 


Mr. McClellan: We will see what the next deputation thinks about it. 
You are saying that item was not raised during the negotiations? 


Mr. King: At that particular time in the early 1980s? No, it would 
not have been. 


Mr. McClellan: Or factored into your considerations of-- 


Mr. Rehor: If what you are driving at is if the pension fund is in 
trouble in terms of results and whether that is reflected in a concession in 
the bargaining process, the answer is no. 


Mr. McClellan: You are saying that it does not go into your 
pre-bargaining decision-making-- 


Mr. Rehor: The union does not share with us the trials and 
tribulations of pension fund problems. They are very interested in the health 
of the pension fund, but please, they are not going to say: "Gee whiz, you had 
a bad year last year. We will ask for less." I believe they will confirm that 
is their posture as well. It is a little naive to suggest they would. That is 
not human nature. y 4 tA 


Mr. McClellan: We have heard a number of people, including the 
president of the Ontario Federation of Labour, who comes from the CAW, 
indicate that money that goes into the actuarial requirements of pension funds 
is money that is taken off the bargaining table-- 


Mr. Rehor: No. 


Mr. McClellan: --money that might otherwise would be available for 
other parts of the compensation package. 


Mr. Rehor: It does, but in fairness, I will say to you that the 
economic health of our company and the economic health of our industry--does 
that enter into the bargaining discussion in terms of what we are going to do 
on ad hoc pension adjustments, yes, sir, absolutely; but that is independent 
of the funding status of the pension fund. 


Mr. McClellan: Just one final question. I gather that Mr. Grossman, 
whose family pension you were discussing earlier, I guess, since it is written 
up in today's Toronto Star, also made a statement of principle that, 1 assume, 
you disagree with. What he said is quoted, "The principle behind" mandatory 
indexation "is that it is not an added cost, but it is ensuring that profits 
earned on the deferred income of retired employees is given to them as opposed 
to being given to current employees." Perhaps one can quibble with the final 
part of the formulation, but what he is talking about and what the government 
of Ontario is talking about when he was Treasurer was using the earnings on 
pension funds over time to provide inflation protection. I do not think we are 
talking about various-- 
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Mr. Rehor: I prefaced my comments on the issue of surplus withdrawal 
by suggesting to you that we ourselves are not seeking a surplus withdrawal. 
So the principle that is suggested there, yes, I do not agree with it, because 
it simply does “net apply to we. sthes facts dornoveLtic. 


Mr. McClellan: You have expressed a concern about front-end loading 
of a burden. 


Mr ahenort, That. iS eTign. 


Mr. McClellan: I am not sure whether you are objecting in principle 
to the notion that earnings on pension accounts in excess of a rate of return 
ought to be used for inflation protection. 


Mr. Rehor: No, because I am not clever or bright enough to figure 
out across the board for all employers under all circumstances that, in fact, 
that is attributable to a particular set of causal factors. I am not sure the 
incentives for good investment performance lie in that kind of altruistic 
rationale. If there is not some incentive to maintain superior investment 
performance, wherein the people providing the resources and having the 
responsibility to perform those jobs are able to enjoy at least some benefit 
from that--I think it is Utopian thinking that they would do it all for the 
greater good. 


Mr. McClellan: If I followed the logic of that it would mean that if 
I played the stock market and I went to my broker and he did well, he would 
insist on keeping part of my property. 


Mr. Rehor: And he does. 


Mr. McClellan: He-keeps a fee or a percentage and he has an 
incentive bonus built in. 


Mr. Rehor: He prospers because you prosper. 


Mr. McClellan: But he does not keep my property. He does not say 
that what is mine is now not mine, it is his, and that is what happens to 
pension accounts. 


Mr. Rehor: That is appropriated. In a defined contribution 
environment, I agree with you 100 per cent: that is his property and whether 
or not the employees would want him to manage their money under the defined 
contribution plan is basically the decision of the employees. We are not 
talking about that. We do not have defined benefit plans. 


Mr. McClellan: We agree to disagree. 


Mr. Guindon: At the beginning of your remarks when you mentioned the 
market value of pension assets, you said there is more than $1 Bit 1on, sou 
then you went off the written remarks and mentioned, "maybe not after 
yesterday." Could you explain what you meant by that? 


Mr. Rehor: Later on in the text we talk about the vagaries of the 
financial markets and the fact that the performance in general among all 
Ontario pension funds that have been invested in either the fixed income or 
the equity market, or both, in recent years has been very good, but the last 
couple of days are a classic example of why you must not take that to the bank 
for all time and for ever and assume it will continue uninterrupted. They are 
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markets. They are driven by supply and demand. Clearly, there has been an 
interruption in demand relative to supply, and the values have fallen 
significantly in a very short period of time. 


Part of the premise associated with the argument about surpluses is that 
this situation has somehow become institutionalized, that good 
performance--that is, real rates of return in excess of inflation--will be 
perpetuated for the reasonably foreseeable future. The last several days 
demonstrate how frail the concept can be, because it is beyond our collective 
control. That is what I meant by that. In other words, if we had a one per 
cent movement in the market--and lately, the markets have been so volatile, we 
could have a one per cent swing. That is $100 million. Things can change quite 
quickiys, I could say it is $1 billion today, but maybe tomorrow I would have 
Lomsay iit is $900 million, depending on the market. 


Mr. Chairman: Thank you. 


The next presentation is from the Canadian Auto Workers. We have Mr. 
Nickerson. Probably you will introduce the others with you. 


1040 
CANADIAN AUTO WORKERS 


Mr. Nickerson: My name is Bob Nickerson. I am the 
secretary-treasurer of the Canadian Auto Workers. With me today on my right is 
Tony Wohlfarth, and on my left is Sym Gill who assists us in our research 
department at the Canadian Auto Workers. The Canadian Auto.Workers welcomes 
this opportunity to present our views on BLE TOL FL assume lee has a 
eeopy of the brief. 


Mr. Chairman: Yes, we do. 


Mr. Nickerson: The Canadian Auto Workers currently represents 
approximately 158,000 workers in plants and offices throughout Canada. The 
majority of our members work in the auto, aerospace and telecommunications 
industries. Others work in such diverse areas as agricultural implements, mass 
transit, food processing, airlines and construction equipment. Over 127,000 of 
our members work in Ontario. 


I do not intend reading the total brief. We have put the brief together 
and I am going to touch on it as I go through our remarks related to the 
ersnees#invbill 1/0. 


I bring vour attention to the bottom of the page. In the very early 
davs, in 1950, our demand was, very simply, $100 a month to allow an auto 
worker to retire. In the United States, this demand was met by topping up 
social security benefits, but in panuae at that time we had an old age 
security benefit worth only $20 per month, payable at age 70. The issue was 
resolved when the federal government agreed to increase the OAS to $40 per 
month in 1952 and the companies agreed to top it up. 


I bring that to vour attention because, from the previous presentation, 
you would think that in fact it was the Ford Motor Co. that established the 
pension plans. They came in kicking and screaming at the time we had to 
establish pension plans in the early days under the collective-bargaining 


process. 
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On page 2, there are four fundamental requirements for an adequate 
pension system: First, there must be adequate coverage so that workers who 
live off wages while working will be able to retire with adequate pensions; 
second, adequate income floors; third, a relationship between pre-retirement 
and post-retirement income; and fourth, protection against erosion from 
int lation. 


We in the Canadian Auto Workers of course have continued to pursue and 
request, through every conference we have attended on pensions and through 
every presentation we have made to the federal and provincial governments, 
expansion of the universal Canada tension plan and Quebec pension plan and the 
federal social security plan. We think this is the area that should be under 
consideration because it covers all the key elements where persons move from 
job to job, where persons have income, where persons have the protection 
because it is universal. 


Based on the fact that we are not now looking at that, but are really 
looking at the possibility of a change based on the amendments to Bill 170, we 
are proposing to deal with those changes, although we still feel very strongly 
that a universal plan should be in place. 


On page 3, it is important that we make the very strong point in the 
third paragraph from the bottom that, "We are most mindful of the fact that 
workers and taxpeyers through their contributions, through deferred wages...." 
I do not think there is any question today--we have made this point a number 
of times throughout our brief--that the whole process of putting into place a 
pension plan is deferred wages. Those wages that workers would receive 
normally in their paychecks are going into a plan; that is, wages they -could 
-have coming in on a weekly basis if they were not going into the pension plan. 


Very simply, an example of that is we have a situation where General 
Motors made a presentation. In 1979, we sat down at the bargaining table. When 
Ford Motor Co. tells us they do not tell us there is a deficiency in the 
pension plan, that is wrong; they do. They certainly bring it to our attention 
and they make sure that we clearly understand there is a serious problem with 
trying to negotiate pensions. In 1982, which Ford just previously mentioned, 
there was no increase in pensions--absolutely none--for active and/or retirees 
because of the deficiency in the plan and because of the situation in the 
bargeining with the corporation. 


In 1979, General Motors had quoted the pension costs at $1. 56 an hour. 
When you start putting penny costs to the plan, you know you are talking about 
an hourly rate; therefore, you are talking about the deferred wages. I notice 
they did the same thing in their presentation, and they arrived at their $8 
million to the virtue of six cents an hour as a cost to the corporation. I am 
sure that this corporation and every other corporation that is msking a 
presentation to the committee are making the point of their higher competitive 
and labour costs. That is the total hourly cost. 


In 1986, the cost to General Motors was 40 cents an hour for pension 
costs. Somebody must tell us where the $1.16 has disappeared to. That is the 
cost the company was putting in in 1979. There are variant costs, and we 
recognize that, but in fact they are costs and they are wages. 


On the need for inflation protection, because of the support of the 
government, now corrected by the minister, I understand, who as recently as 
Monday said the government is a part of it and in favour of it--maybe the 
minister himself may not be but the Conservatives and the New Democratics are 
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in favour of it--we think this committee should put in place a provision under 
Bill 170 that will allow the task force that is looking at how to bring in 
inflation protection to allow for inflation protection to be put in place, 
once it has arrived at the determination of how to formulate the cost or the 
approach for it. In fact, retirees in this province are long overdue for that 
kind of protection. 


The kinds of overtures that are being made by a number of the industries 
would give us the indication, I suppose, when looking at good times--when this 
year Ford Motor Co. made more money than General Motors, when General Motors 
paid $169 million in bonuses to its executives, when Ford Motor Co. paid $167 
million to its executives, and when there were bad times, when there were 
times when we had to compete--it appears to me they are saying each and every 
time that there is no good time for any inflation protection for retirees. 


At some point, we have to slow this process down and take this seriously 
as it relates to retirees who have put in a number of years and are out there 
now living on pensions that are not adequate because of inflation. They have 
to have the kind of inflation protection we are talking about, and I think 
this committee should look at it very seriously. 


On pension surpluses, we have made a very strong point that the pension 
surpluses are deferred wages that are invested on behalf of the members of the 
plan, on behalf of the people we represent, and that these surpluses are 


achieved through the market, as is outlined by each and every presentation, I 
would think. 


I would suggest that if the Ford Motor Co. is very interested in having 
the money turned over to the Canadian Auto Workers, we would be prepared to: 
Hedy: act invest the money. we happen to invest the money on behalf of the 
workers whom we represent and the staff we have. We have surplus moneys in 
those plans and it was not from our wise investments that we did that. It was 
because of the investments in the market and the return that came down on the 
market that allowed for the opportunity to have a surplus in these pension 
plans. This pension plan surplus certainly should be turned back for inflation 
protection. 


The other point is on portability. We have outlined to vou an area we 
think should be recommended; that a transfer of pension credits be a normal 
way to effect portability. The Pension Commission of Ontario should be given a 
reasonable responsibility to administer this. 


We do not think the procedure that is being put forward in the change in 
Bill 170 will bring about the purpose and the reasons for the portability. I 
know, in dealing with the aerospace industry, that we have had a very serious 
problem with the ups and downs in that industry over the past 15 to 20 years. 
People have worked for McDonnell Douglas, de Havilland Aircraft or a number of 
other corporations on and off, and a number of times they have not been able 
to achieve their vesting rights because of the 10-year limitation, which we 
hope the new bill will take care of, but in fact they do not have the level of 
benefits because there has not been the opportunity to transfer back and forth. 


We do not think the new provision is going to sllow for the opportunity 
to be able to transfer that money back and forth either, because we do not 
think the industry or the plan or the corporation the individual is hired into 
will agree to the transfer of the funds. We think something stronger should be 
put in there, with the administration under the pension commission. 


ea 


On the vesting, we think the 24 months of the plan for plan members is 
fine. That meets the criterion of allowing the person to be able to become a 
member of the plan, but I suggest to you there is a nightmare of 
administration as it relates to individuals who now are attempting to 
establish their vested rights up to the 10 years. At the end of 1989, 
individuals are going to have two years vested under one plan and maybe five 
or six years under an additional plan. 


Very simply, our suggestion on that formula would be that in January 
1989, we will have in place a system whereby once the person put in the two 
years, he would be vested for all the vears he has teen vesting under the 
pension plan that now exists. In fact, it would take care of the problem of 
administretion and trying to keep track of what he would be entitled to until 
he is vested under the previous plan. 
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Recognition of the union as a bargaining agent: This is something we 
have been raising with the Pension Commission of Ontario for a number of 
years. With regard to the amendments to the plan, we have had nothing but 
problems. In fact, where employers have sent in amendments to plans, no copies 
of these amendments have been provided to the bargaining agent and/or the 
employees. Amendments were made to plans with no advice whatsoever. 


In time, vou find yourself in the situation we have now with Eaton Yale, 
which shut down a plant in New Toronto and amended the plan after the plant 
shut down. It is going through the courts at present, but we could not get any 
information from the pension commission because the agent would not recognize _ 
us. At the same time, we are placed in the peculiar position of saying, male we 
do not represent the workers, we can be taken to the Ontario Labour Relations 
Board because we did not do a proper ;jjob in representing the workers." As we 
see it, there is a conflict under the act, and the bargaining agent and the 
employees should be advised of any amendments or changes to the pension plan. 


Dislosure of information relates to the same thing. On page 11, the 
right to appear et hearings is the same. 


On retirees, a number of industries have been making the pitch that they 
are taking care of their retirees. I suggest to you again that some strong 
legislation should be put in place that says that where there is a bargaining 
agent, the bargaining agent would have the right to continue to bargain for 
those retirees. We have continual conflicts with employers that have made 
presentations to this board that say, very simply: "You do not have the right 
to bargain for those retirees. We will take care of those retirees." The issue 
is continually on the table. There is no question that at some point there 
will be a conflict with those employers over whether we have the right to 
bargain for those retirees. That conflict obviously will lead to a disruption 
that we do not need and that the province does not need. 


Part-time workers: We think there should be a provision that talks 
about, instead of money, a period of hours where part-time workers have a 
standard sverage of 15 hours per week as a reasonable limit for them to be 
able to receive credits towards their pensions. It should cover all part-time 
workers, not earnings requirements. 


Worker representation: There are two areas in Bill 170 in which the role 
of worker representation is not carried far enough. We believe workers should 
have the right to participate in the administration and trusteeship of pension 
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plans. If we are talking about these members belonging to the plans and 

knowing what is going on in the plans, then the worker representatives should 
be sitting on the boards, should have the input, should be on the committees 
and should be involved in the investments and in every aspect of the pension 


plan, because it is their moneys that they are going to receive when they 
retire. 


Pension benefits guarantee fund: We think that should not be changed so 
much on the basis of the formula as it is at present. We think the change that 
is being proposed is going in a regressive direction. 


On the sale and transfer of businesses, this section of the existing 
legislation has been subject to much abuse in the past. In most instances, the 
predecessor employer remains responsible for benefits accrued to the date of 
sale. Very simply, what happens is that on the sale, it is taken in as an 
asset. If there is a surplus in the fund, of course, the person who is buving 
the corporation has the avenue of having the advantage of either receiving the 
surplus and/or the employer selling, taking the surplus off before the sale 
and establishing a new plan. We do not have the same level of benefits. Then 
we have an argument about the years of past service and how vou take care of 
that, meeting only the requirements that are in place at the date of the sale. 
We think there should be some ma;jor changes that take effect in that 
particular area and we outline them on page 14. 


Discrimination in the survivor benefits: The proposal we see being put 
forward in that area should be scrapped. It does not do anything to improve 
it. It just muddies the waters. It gets us into an awful lot of other areas 
where we start talking about whether a-single person working. for an employer 
has the opportunity to have superior or equal coverage when it comes to 
benefits. If you take that and carry it to its full extent, you are really 
looking at whether there should be some coverage of the Ontario health 
insurance plan premiums that sre being paid by an employer for single versus 
family. A single person then would be entitled to recover all benefits over 
and above where dependencies would be in existence under any collective 
agreement. 


Canada pension plan offsets: While recognizing that existing regulations 
provide for the prohibition of the CPP offsets prior to age 65, where bridging 
benefits are normally available at age 65, the language in section 55 of the 
bill seems unclear and should be clarified. In particular, bridging benefits 
that were accrued prior to January 1, 1987, and for which eligibility had not 
yet been reached, appear to be unprotected. We ask you to take a look at that. 


In this particular area, I would like to make a couple of comments about 
the presentations of Ford--I was not sure exactly whet it was going to present 
today--and General Motors. 


General Motors Corp. recently made statements that if there were 
inflation protection in this country, it would shut down its plants. In 1982, 
we were faced with the same situation, not through legislation but through 
collective bargaining, when Roger Smith, president of General Motors Corp., 
made the statement that if we in this country did not accept the pattern of 
bargaining and the lump-sum payments that were negotiated in the United 
States, then the corporation would shut down the plants in Canada. The plants 
are still going, the membership has expanded and the corporation finds it very 
lucrative to do business in Canada based on the cost of doing business in 
Canada. 
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I am not going to try to hide from anybody by saying that there will not 
be a cost, as everybody knows, for inflation protection. The Ford Motor Co. 
has put forward some examples here that there has been some inflation 
protection on an ad hoc basis that we have been able to negotiate. We have 
been able to negotiate those, and there has been a cost to them. Ford shows 
that it runs between 50 per cent and 60 per cent, but we still have the other 
50 per cent or 60 per cent to pick up. 


I suggest to you just that Ford, General Motors or any other corporation 
will continue to exist, expand and function in Canada under the guidelines of 
inflation protection the same as they have for every other provision where 
they have screamed that they could not exist or could not compete based on 
legislation that was put into place. I remember the argument about severance 
pay. The same argument was put forward by a number of employers; that they 
would not be able to exist in this country or in Ontario because of the cost 
of severance pay. 


I suggest to you that there are changes that can be made. After all the 
debate that has been going on since prior to 1980 and all the commissions that 
have been put in place for retirees in this province, if we are not prepared 
at some point to take this seriously and do something for our retirees, it 
seems to me that what we really should be doing is suggesting falling in line 
with what Ford Motor Co. and General Motors are talking about; that is, that 
plans will be scrapped anyway. 


Plans have not improved. They have been talking about the level of the 
plans. There has not been any improvement in the plans in the last 20 years. 
They are still at the 38 per cent level in terms of deferred benefit plans. In 
fact, there should be some strong legislation, as we have proposed, to take 
the improvements to the universal process. 


That is our presentation. I hope you will take it into consideration and 
make changes to the provisions. 


Mr. McClellan: I thank Mr. Nickerson and his colleagues, first for 
answering some of the auestions that I put to the Ford Motor Co. I must say 
that I share your dismay at what I, the other day, called economic bully-boy 
tactics. Todav, I call it almost economic terrorism on the part of the car 
makers, with the kind of extravagant and inflated rhetorical threats that they 
are making if we proceed to do what they themselves are already doing to some 
extent on an ad hoc basis. 


Mr. Nickerson, you just indicated that your estimate is that, on an ad 
hoc basis through collective bargaining, the Ford Motor Co. has achieved a 
level of inflation protection at the level of somewhere between 50 per cent 
and 60 per cent on average. 


Mr. Nickerson: It appears from their presentation. I mentioned to 
them on their way out that we will be interested in sitting down and getting 
an inside look at how they have costed everything. 


Mr. McClellan: I was also interested in your statement about the 
cost of the bonus to the Ford Motor Co. executives. The LOLat -COStetor Lhe 
most recent bonus was how much? 





Mr. Nickerson: For Ford Motor Co., it was $167 million. 


Mr. McClellan: That is one third of the cost of full inflation 
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protection, as I understand it. They indicated in their presentation that full 
inflation protection would cost an additional $50 million. I do not know 


whether that is accurate, but we know that is a third less than the cost of 
the bonus to their own executives. 


Interjection: Please do not compare worldwide numbers with Canadian 
numbers. 


Mr. Nickerson: Whose presentation is this, ours or yours? 
Interjection: The man is making a statement-- 
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Mr. Chairman: We cannot accept any comments from the audience to be 
recorded. Please continue. That is not my rule; it is a House rule. 


Mr. McClellan: There was one other point I wanted to raise. You made 
reference to the Friedland task force, and I cannot find the place in the 
brief where you did refer to it. Here it is on page 8. 


ar, Galle Pace]: 
Mr. McClellan: Maybe I will come back to that. I have lost my place. 
Mre Gali: That. is. the, Ford prief. 


Mr. McClellan: You make reference to the Friedland task force. I 
want to’find the exact quote because you made a reference bOwtts terms of 
reference. 


Mr. Gille dt is at the top of page 7. 


Mr. McClellan: I think we have different numbering. The top of my 
page 7 is-- 


Mr. Nickerson: Which brief have you got? Have you got our brief? 


Mr. McClellan: That is a good idea. I am looking at the Ford brief. 
Here it is. It is even underlined. You say, "We supported the creation of a 
task force on inflation protection which was established to develop a method 
to achieve the goal." 


I do not know if you are aware that the minister indicated that, from 
his view, it was established to question the feasibility or to examine the 
feasibility of finding out whether inflation protection was a workable idea. 
You said that one of the things the task force could do was report back that 
it was an unworkable idea and should be abandoned. I want to ask you if that 
was your understanding of the mandate of the task force and whether you-- 


Mr. Nickerson: Not at all. My understanding of the task force from 
my conversation with the person who represents labour on the task force, Cliff 
Pilkey--and I had a number of conversations with him before he went on the 
task force--is that there was no question. It was made very clear from our 
side that we were talking about looking at formulas for inflation protection 
to be put into place because the government of the day supports the concept of 
inflation protection. 
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Mr. McClellan: So any suggestion that the Friedland task force is 
open to bringing back a report saying that inflation protection is not 
feasible is not part of the agreement, as you understand it. 


Nr. Nuckersons) [nas is rignt. 


Mr. Guindon: Recently, in the United States we have heard Congress 
talking about making it easier for companies to withdraw surpluses. They are 
doing it because it is going to make the industry more competitive and they 
will be able to invest in their own companies. What is your opinion on that? 


Mr. Gill: It has been quite easy in the past for companies in the US 
to terminate pension plans, absorb the surplus and then set up a new pension 
plan. That has been going on for four, five or six years. The amounts are in 
the billions of dollars. It is quite easy to do in the US right now. What is 
being proposed at present in terms of federal legislation is some means of 
restricting that to some extent, certainly not to the extent that labour and 
retiree organizations in the US would like to see it. 


It is practically wide open at the moment, and they are actually looking 
the other way of trying to restrict the kind of surplus stripping and surplus 
withdrawals that have gone on in the last four or five years. 


Mr. Nickerson: I have in front of me an administrative pension 
package backed by Brock (inaudible) by labour. In other words, they are going 
through the same argument and the same fight over there on the basis of the 
surplus moneys that should be left in the hands of the members of the plans 
and used for that purpose. - : 


Mr. Guindon: Yes, but that is not where it is going to end up. It is 
going to end up where it is going to be easier for the company to take it out, 
as long as they reinvest it in their own business. What is probably not 
ethical in the United States is taking the money out and investing it in 
another branch. If we handcuff the Ontario corporations with Bill 170 and 
maybe even indexing, how does that restrict or what does that do to 
competition coming from the United States? 


Mr. Nickerson: What do you mean by "handcuff"? How do we handcuff 
them? We are talking about taking the present moneys that are in pension 
plans, being invested in the market, being invested in bonds, being invested 
wherever the persons in charge of doing the investing make the recommendations 
to invest them. We are saying the return on them should be returned for the 
benefit of the people under the pension plan for inflation protection. If 
there is no return, then there is a shortfall and there is not any inflation 
protection at that time, because you have no surplus. 


Mr. Guindon: Okay. Let me put it another way then. Governments play 
with pension plans and the funding of pension plans and do what they want with 
them. Would you impose the same thing on governments? 


Mr. Nickerson: Governments do it. Governments take the surplus. They 
use the surplus for--are the government plans not inflation-protected? 


Mr. Guindon: They say they are, but I have yet to see where it is a 
funded liability, or it is funded. I have yet to see that. 


Mr. Nickerson: I do not think the government plans are funded, are 
they? 
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Mr. Wohlfarth: Some of the government plans are funded and some of 
them are not. 


Mr. Nickerson: Some of them are funded and some of them are not 
funded. 


Mr. Guindon: They just use paper-- 

Mr. Nickerson: Pay as you go. 

Mr. Wohlfarth: A significant number of the public sector plans are 
funded, for instance, the Ontario municipal employees retirement system and 
the hospitals of Ontario pension plan. A number of those provide inflation 
protection. 

Mr. Guindon: It is guaranteed by the government, is it not? 

Mr. Gill: It is paid for by contributions. In fact, there are higher 
rates of contributions in those plans than in other plans, to pay for 


indexation. 


Mr. Guindon: What does the federal government do with our pension 
moneys? 


Mr. Gill: Which pension moneys are you speaking about? The Canada 
pension plan? 


Mr. Guindon: Yes, sure. 
Mr. Gill: They lend it out: they invest it. 
Mr. Nickerson: And the provinces. 
Mr. Gill: They invest it for a rate of return. That money is owed 
and, once it is owed, it is then re-lent as the terms come due. The money is 


not just simply taken out and never put back into the pension plan. 


Mr. Guindon: It is used for the common good of everybody. Is that 
what you are saying? 


MrvGalles Theat tseright. Jt is invested. 
Mr. Chairman: Any further questions? Thank you very much, gentlemen. 


Mr. Nickerson: Thank you. 


Mr. McClellan: Mr. Chairman, I need to be away for about 10 minutes 
and my colleague in the New Democratic Party is unable to be here this 
morning, but I want to assure you I will be right back and you should continue. 


Mr. Chairman: Very well. Thank you. 


The next presentation is from the Business and Professional Womens' 
Clubs of Ontario. Ms. Neville is the president. Maybe you would introduce and 
identify your colleagues. 
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Ms. Neville: Good morning. I am Liz Neville, president of the 
organization. With me, on my immediate right, are Kris McDonald of our North 
Toronto club, Carol Lohnes from Durham region and Margaret Mackey, who is 
president of our Hamilton club. 


In our brief, of which you have a copy, you will see the outline of our 
organization and the history of our participation in the interests of 
meaningful pension reform throughout Canada speaks for itself. 


We have appreciated the leading role of Ontario in the many attempts to 
get consensus in these issues through this past decade, but we are very 
concerned by the length of time it has taken to bring forward this 
legislation. We feel that those retired and soon-to-be-retired individuals, 
many of whom are women, including members of our own organization, will suffer 
serious financial hardship resulting from the many delays inherent in both the 
bill itself and the implementation process. 
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However, before we criticize, we shall first praise, but because of time 
limits, we shall move over that rather quickly. I am now on page 1 of our 
brief. 


Mr. Chairman: Mr. Offer would like to know which one you are going 
to skip over. 


Mr. Offer: The criticism or the praise? . 


Ms. Neville: The praise; I beg your pardon. In fact, we would 
appreciate more time to discuss some of our questions with the minister at a 
later time, because we had very little involvement during the last two years 
of the finalizing of the actual legislation. I think people forgot that women 
were a party to this process. 


We are pleased to note that the bill contains almost all the principles 
of the form which we have proposed over the last decade. In particular, we are 
pleased that the waiting period for eligibility for all employees will be no 
more than two years and that part-time employees must be able to join the same 
or an equivalent pension plan. However, we are concerned that the cutoff level 
of 55 per cent of yearly maximum pensionable earnings may be too high to 
include most part-timers. Carol Lohnes will speak to this later. 


We are pleased that the maximum vesting period will be two years and 
that there are the provisions for portability, that employers contributions 
must provide at least 50 per cent of pensions earned after 1986 and that the 
rate of interest on contributions is prescribed on a more adequate basis. 


Both the provisions for early retirement within 10 years of normal 
retirement age and for continuing to accrue pensions beyond normal retirement 
age reflect the need for flexibility in phasing in to retirement. However, we 
also are speaking to an amendment on this clause. 


The splitting of pension assets on breakdown of marriage reflects that 
the method of how that shall be done is satisfactory. 


The pre-retirement death benefit and the mandated joint and survivor 
benefits are, in general, commendable. 
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We are pleased with the provisions that surviving spouses who remarry 
after January 1, 1987, will not have to give up their survivors' pensions. Our 
only regret is that some survivors may not have been aware of this possibility 
and will be disadvantaged because of the long delay in implementation. This 
change in particular should have been retroactive to January 1, 1985. 


The comprehensive provisions to prohibit discrimination on the basis of 
sex are most welcome. We understand this will slso aptly to prescribed 
registered retirement savings plans to which a deferred pension may be 
transferred. 


We recognize that the province cannot further this at the federal level, 
and we shall continue to urge the federal government to prohibit the use of 
sex-based mortality tables and actuarial assumptions through the annuity and 
insurance benefit systems. We do not consider these factors are reasonable 
under the Canadian Charter of Rights and Freedoms. 


In spite of our approval of the general principles, we foresee real 
shortcomings in the implementation of some of them and, in particular; in’ the 
lack of inflation protection, which we shall be speaking to later. 


I will now move on to part II of the brief. 


Our first recommendation relates to the need for all members of 
employer-sponsored pension plans to understand the complex and far-reaching 
rovisions involved in their pensions. We welcome the general rules for 
disclosure and so on, but we feel that this should go further. 


Our first recommendation is that. it should be the responsibility of the 
Pension Commission of Ontario to provide education to the general public to 
promote understanding of the provisions of the Pension Benefits Act and that 
resources be allocated to it for this purpose. Second, we recommend that the 
powers of the commission to conduct surveys and research programs include the 
mandate to study the impact of employer-sponsored plans on retirement income 
levels and to publish an annual report of its findings. 


Carol Lohnes will continue on the subject of part-time workers. 


Ms. Lohnes: We are pleased that part-time workers will be able to 
join the same or an equivalent pension plan as full-time workers. We are also 
pleased that the definition of part-time workers will apply to a broad range 
of employees who work less than full-time continuously. 


However, it is important that the provisions under which part-time 
employees participate in the plan ensure that equitable arrangements prevail 
which do not circumvent the intent to allow part-time employees to benefit 
from employer-sponsored plans. 


Bill 170 needs to be strengthened in four areas to make this a reality. 
These four areas are set out in recommendations 2, 3, 4 and 5 in our brief, 
part II-B, pages 3-6, relating to subsection 32(3) and section Soe epi eilseeoy Josullile 


We are concerned that plans may be designed to discourage participation 
of part-time employees. The intent of our recommendation 2 is to ensure that 
this cannot occur. 


Because of the level of the earnings aqualification of 35 per cent of 
yearly maximum pensionable earnings in the last two years, the majority of 
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part-time employees, especially women who work close to the minimum wage, will 
not have the opportunity to join a plan. 


It is possible that some emplovers may even limit the amount of work 
available to part-time employees to ensure that they do not qualify. Please 
allow me to illustrate: 35 per cent of the 1987 YMPE is $9,020. At minimum 
wage of $4.35 per hour, a part-time worker would have to work 40 hours a week 
to qualify. That excludes all workers who earn minimum wage. 


For part-time workers to qualify they would have to work, say, 30 hours 
at $6.00 per hour, or for the more typical "half-time" worker, for half of a 
40 hour week, or 20 hours, the wage would have to be Lola all per hour. -For shalt 
of a 55 hour week, as is typical for clerical workers, or 17.5 hours per week, 
the wage would have to be $9.96 per hour. 


The majority of part-time workers, particularly women, do not earn this 
kind of money. We are recommending that the earnings qualification be reduced 
to 25 per cent, which would more accurately reflect the realities of the work 
place. Twenty-five per cent of the 1987 YMPE is $6,440: those at minimum wage 
would qualify at 28.5 hours per week. If you look again at the typical 
half-time worker, those at 20 hours per week would qualify at $6.20 per hour; 
those at 17.5 hours per week would qualify at $7.08 per hour. 


In other words, for those half-time workers working 17.5 hours per week, 
a typical clerical position at the 35 per cent, those earning less than $9.96 
are excluded. At 25 per cent, which we are recommending, those earning between 
$7.08 and $9.95 would have the option of joining a pension plan. 


Our recommendation 3, therefore, is to reduce the earnings qualification 
from 35 per cent to 25 per cent of YMPE; for those earning 35 per cent or 
more, that participation be on the same basis as for full-time employees; for 
those at 25 per cent or more, but less that 35 per cent, participation be 
optional. 


Our recommendation 4 deals with a situation where participation in a 
pension plan is optional. Those part-time employees who opted not to join at 
the time they became eligible should continue to have the opportunity to join 
at a future date. 


Our fourth concern is that earnings of part-time employees be annualized 
to ensure an equitable pension with that of full-time employees and this is 
the basis of our recommendation 5. 


Amending subsection 32(3) and section 35 of this bill as per our 
recommendations 2, 3, 4 and 5 will ensure that part-time workers benefit more 
equitably from employer-sponsored plans. 


Ms. Neville: I now want to go on to the new provisions for vesting, 
portability, locking-in and deferred pension benefits. They look good on the 
surface, but we are extremely disappointed that these provisions apply only to 
benefits accruing from January 1987. This means that all employees who did not 
meet the previous vesting rules of the plan will have their pension benefits 
or deferred benefits, with respect to their service prior to December 31, 
1986, calculated on the basis of their own contributions plus interest at the 
low pre-reform levels of three to five per cent instead of a commuted value of 
a deferred pension. This is unrealistic. 


Over 75 per cent of members of existing pension plans have vesting rules 
of 10 years or less. 
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In such cases we understand that they will be considered eligible for a 
deferred pension at the qualifying date at which vesting was available under 


the former plan. For example, for 13.2 per cent of employees, immediate 
vesting is and was available. 
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We understand further that the cost of extending two-year vesting to all 
of past service would be very low, and our source of this is the industry 
itself, which has made this comment. We are not in a position to do this 
costing ourselves. This would ensure that more viable deferred benefits were 
portable and available for an early retirement pension and for the survivors' 
pensions. This will be especially important to workers who have changed jobs 
frequently and to the many women who have entered the work force at an older 
age, all of whom have short service by definition and need the benefit of the 
calculation of all of their service as a deferred pension. 


We believe that there will be considerable loss of credibility if the 
vesting rules are not retroactive, because the general public has been given 
the expectation that the rules of vesting and portability will make a 
difference to them now. 


The 45-and-10 locking-in rules prior to December 31, however, should 
remain as employees may have had plans about the disposition of these funds 
and we see no conflict in that OCCUrrine,. 


We recommend that section 38 be amended so that a deferred pension is 
available to all employees after two years of membership in a pension plan 
with So eee ee ee) all their past service. 


I am now on page 8 of our brief, if anyone is trying to follow me. Our 
further concern is the portability of early retirement pensions. The transfer 
of an actuarially reduced early retirement benefit to a prescribed registered 
retirement savings plan or for the purchase of a deferred life annuity should 
be possible. This is especially necessary for those whose early retirement is 
not entirely voluntary and may also be a necessity for those women who have 
short service because of late entry to the work force. 


Recommendation 7 therefore is that the reference to section 42 within 
subsection 43(1) of Bill 170 be deleted to permit the transfer of the 
actuarially commuted value of a deferred pension during the 10 years 
immediately prior to normal retirement age under a plan. 


Ms. McDonald, will you take over? 


Ms. McDonald: I would like to talk on pre-retirement death benefits. 
I would like to paint you a little scenario. My neighbour Jim Peters will 
retire on May 1. By the way, the names have been changed to protect the 
innocent. Jim and Mary, his wife, have looked forward to his retirement with 
great anticipation. They have lived frugally and are prepared for their 
retirement. Jim's pension will pay $698.42 a month. This, together with Canada 
pension plan retirement benefits and a small RRSP, will allow Jim and Mary to 
retire carefully and with some comfort, but certainly with no frills. 


If Jim were to die today, before his retirement, according to the 
provisions presently in bill 170, the only part of his pension that would be 
payable to Mary would be his total contributions to the pension plan plus 
interest or, “in this case, $4,487.33. That sounds like a fair amount of money; 
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but Mary is only 61 years old and is actuarially projected to live for at 
least 16 years. 


This lump sum payment would provide Mary with a monthly annuity income 
of $42.58 a month. Even with Canada pension plan survivor's benefits and her 
RRSP, this would surely enrol her in the ranks of the elderly female poor, 
because her husband died two weeks too soon. This is what the provisions of 
Bill 170 allow for pre-retirement death benefits. The situation would be even 
more critical and more heart-wrenching if Mary were younger and there were 
three dependent children who had to be provided for and educated. 


Because of the intrinsic unfairness of Jim and Mary's situation and the 
anguish and hardship, were dependent children involved, we of the Business and 
Professional Women's Clubs feel that the beneficiaries should be entitled to 
the full pension benefits on the death of the worker, whether he dies before 
or after his retirement date. 


We have studied this question in great detail and tried to find a 
formula or scheme to provide varying payments at varying times of eligibility 
and work service, because of the difference between a young couple with a 
small child and Jim and Mary, for example. The variations and permutations are 
endless and the potential for confusion beyond comprehension, even to 
actuaries. The only way that we can see to resolve the situation is to make it 
so that the surviving spouse and/or dependent children must have access to the 
entire commuted value of the pension of a deceased contributor under all 
circumstances. 


Now, VOU,Say that this isveoing to,cost money. es,.it.is gcoinerto cost 
money, but actuaries have been working for years on looking at a group of 
people, saying, "Out of these 1,000 people, how many are going to die sooner 
‘than expected?" and figuring out the cost to that. In actual fact, the 
projected actuarial cost would be minimal among other benefits, so we wish 
subsection 49(1) of Bill 170 to be amended to allow for payment of the full 
commuted value. In addition, we want single members who are unmarried to be 
entitled to the pre-retirement lump sum death benefit from the deferred 
pension based on a member's service after December Ste GSG. 


There is another facet that we discovered in Bill 170 that creates some 
real problems for us. Picture, if you will, Jim and Mary again. Before Jim 
dies today, he moves out because of continuing problems in the marriage, so 
Jim and Mary are living separately, without a separation agreement or any kind 
of legal document that formalizes their separation. According to bill Lei Ore 
“death benefits are not payable to Mary if they are living separate and apart. 


The legal profession and women's groups have been trying for years to 
instil a legal separation onus on separations so that when a separation 
occurs, there is some kind of legal document that formalizes the financial 
situation. Yet, here we are with Bill 170 where we have two sections, clause 
45(4)(b) and subsection 49(8), which clearly indicate that if the parties are 
living separate and apart, no benefits are payable. There is no mention of 
legal documents. 


What we are recommending is that appropriate benefits are payable unless 
the spouses are living separately and apart and have a separation agreement or 
court order that permanently settles the financial arrangements of the spouse. 
That is the critical legal step-in and it must be there, if we are not. to.fly 
in the face of the Family Law Act and all other actions that have attempted to 
make separation a formalized and much neater, progressive step. 
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We have noted with interest that in section 54 of Bill 170, which 
provides that where the normal form of a pension is a joint and survivor's 
benefit, the commuted value of the pension payable to the former member, who 
does not have a spouse, shall be equal to the commuted value of the joint and 
Survivor pension benefit. What we foresee, however, is that in doing sto at 
is possible for the pensioner or the plan member to become entitled to a 
higher pension by opting out of the joint and survivor aspect, whether he is 
single or not. So this could create problems for an individual or the spouse 
of an individual or the partner of an individual. 
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The Background Paper on Discrimination on the Basis of Marital Status in 
Employment Pension Plans by the Ministry of Financial Institutions notes an 
alternative to provide single persons with a pension with a guaranteed period, 
such as 15 years, which provides commuted values reasonably equivalent to 
commuted values of pensions for married people. What we want to see is that 
there is no advantage or disadvantage in being married or single as regards 
pensions. 


In recommendations 10 we indicate that on application to waive the joint 
and survivor's pension benefit, a statement be required so that it is very 
clear that all members in a transaction are aware that this benefit is being 
waived and of the changes in their potential income. 


Recommendation 11 indicates that in the public sector, for single 
individuals, the guaranteed 15-year pension be available. 


Now I would like to turn it over to Margaret Mackey. © 
Ms. Neville: On the subject of protection against inflation. 


Ms. Mackey: Protection against inflation in Bill 170: The Business 
and Professional Women's Clubs of Ontario believe the time has arrived to end 
procrastination on this vital issue. There is nothing in the reforms to the 
Pension Benefits Act which guarantees any form of inflation protection. 


The Minister of Consumer and Commercial Relations has suggested that 
indexing the pension to the inflation rate will follow, pending a separate 
review by a three-man external working group whose mandate is to determine the 
most appropriate formula and phase-in procedure for inflation protection. This 
committee is expected to report back in approximately a year. 


Only last week, during a presentation by the chamber of commerce, Mr. 
Kwinter seemed doubtful about supporting this particular issue with regard to 
Bill 170. Your predecessors have recommended inflation protection of 60 per 
cent of the consumer price index with a cap at éight per cent. This would 
appear to be a workable starting position. 


We believe the retirement income of the citizens of Ontario should be 
protected against inflation. Pension funds have increased in value 
dramatically over the years. In the past 11 years, while inflation has 
averaged eight per cent, pension funds have earned average rates of return in 
excess of 14 per cent. These earnings in excess of the rate of inflation could 
be used to pay for inflation indexing, instead of being withdrawn by the 
companies or the government for their own use. 


Speaking from personal experience, if my father's pensions--his company 
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pension plan, the old age security and Canada pension plan--were not protected 
from inflation, he would not be independent today at 86 years of age after 
more than 20 years of retirement. You can see that inflation protection is not 
a new idea. It has been provided in union negotiations for over two decades. 


Living costs more for the additional services senior citizens require as 
they age and not all these services are provided free. It is almost unheard of 
for prices to be reduced once they have gone up. Pensions should be treated 
the same way. Our senior citizens lose many capabilities as they age, but if 
they can maintain their financial independence, they retain their pride. 


The Business and Professional Women's Clubs of Ontario stress that there 
has been enough discussion. It is now time for action. Bill 170 should be 
amended immediately to include inflation protection. 


Ms. Neville: In conclusion, we want to stress our beliefs, held over 
the past 10 years, that pension reform must accomplish four things: adequacy, 
universality, equity and portability. 


Our review of Bill 170 has shown that nearly 10 years later, having 
opted to continue to rely on employer-sponsored pension plans, the resulting 
benefits to workers, especially women, will still be far from adequate, not 
universal, and that the rules of equity and portability will be in jeopardy if 
our recommendations are not adopted. We have expressed strong support in our 
brief for the principles behind this bill and many of the measures in it. 


We encourage the standing committee on general government to swiftly 
make the necessary amendments to ensure that the reforms which are long 
overdue can be implemented without. further delay and further injustice to 
workers. Thank you. . 


Mr. Chairman: Thank you. Are there any questions? 


Mr. Lupusella: Mr. Chairman, I have a simple question to raise 
before the organization. It is based on the principle that 62 per cent of the 
total population in Ontario is not covered by a private pension plan. © tam 
sure a good portion of the 38 per cent which is covered are women. On the 
portion of the population that is not covered by any private pension plan, do 
you have any suggestion for that? 


Ms. Neville: I think the time for suggestions for them has passed 
for the moment. We were hoping there were going to be different reforms with 
respect to Canada pension plan and the measures under that. What we are faced 
with at the moment is making the best deal possible out of this bill for at 
least those who are covered, and hopefully to make it more possible that more 


part-time workers, 70 per cent of whom are women, do really get a chance to 
participate in this employer private system. 


The reason we feel so strongly the measures we have suggested must come 
into play is partly because it is the pension industry, the private sector 
employers in particular, who have lobbied so strongly against expanding the 
public pension plan system and strongly urged the continuation of this system. 
Therefore, I think it is incumbent on them not to raise a scary picture of how 
they will cut back on these private pension plans. That really points to the 
second part of our first recommendations, that we do hope the impact of this 
method will be examined very closely, not just on the retirement incomes 
coming out of private pension plans, but on the whole guestion of retirement 
income and whether, within the next 10 years, we need to throw all this 
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overboard and, indeed, expand the Canada pension plan. 


Mr. Lupusella: Thank you. I have another question I would like to 
pose for you. 


Considering that the majority of women in the past have been receiving 
lower wages in the private sector, with the improvements which will occur as a 
result of Bill 170, do you think there will be a reduction of the level of 
benefits at the time of retirement, based on the premise that a lot of women 
used to get less pay by working? 


If I may try to-- 


Ms. Neville: I am not quite sure I understand whether you are asking 
about-- 


Mr. Lupusella: Yes, it is a little bit confusing. 


Ms. Neville: --their wages while they are working or their 
retirement income. 


Mr. Lupusella: As you know, women have been employed in the private 
sector for a long time, but there was a discrepancy in wages between men and 
women. 


Ms. Neville: Yes. 


- Mr. Lupusella: Do you see this. discrepancy in the private pension 
plan as well, due to the fact that, let us say, they are not receiving a good 
salary? ‘ 


Ms. Neville: That is a problem which will continue for a long time 
because people will not throw off the benefit of their 64 per cent wage for a 
long time to come. That is why we support the inclusion, both in the public 
and private plans, of the continuation of the survivor's benefit. We do not 
want to see anything that jeopardizes that. 


On the other hand, when we were speaking of the pre-retirement death 
benefit and so on, we are aware of the many single parents and single women, 
Single-parent families, and the need to increase the pension payable to single 
persons. With respect to death benefits, many of them indeed have assumed 
dependents, even if they are not actual dependents in fact, to support the low 
income of mothers who retire on a low pension basis, for example, and fathers 
DO's 
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Mr. Lane: I would like to make a comment. I would like to 
congratulate the ladies for presenting an excellent presentation and 
explaining it very well. The scenario you went through about Jim and Mary 
brings home a couple of points that probably otherwise would have been missed; 
that Mary would be in very bad circumstances in the case of Jim's early death 
or in the case of a separation where there were no legal papers. I think the 
scenario drives home the point exceptionally well. Thank you very much. 


Mr. Chairman: Thank you for your presentation. That completes the 
presentations for this morning, with one cancellation. We willsstart at 2 +p.m. 


The committee recessed at 11:41 a.n. 
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The committee resumed at 2:06 p.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: Stan Racicot of United Inco Pensioners, will you 


please take a seat at the microphone? Please introduce to us those who are 
with you. Please proceed. 


UNITED INCO PENSIONERS 


Mr. Racicot: Mr. Chairman and members of the committee, it is a 
pleasure to be here today. I would like to thank those who were involved in 
making my visit here possible. It was quite late when I learned that these 
hearings were being held and I believe the rules were bent a little to 
accommodate me. Thank you very much. 


While making arrangements with your office for my presentation, I think 
there was agreement that the committee might like the idea of having 
discussions with a mere pensioner, a victim of inflation. 


I would like to say that I am here with the unanimous approval of our 
board and our membership. They will be anxious to hear of any outcome. 


The’ United Inco Pensioners, of which I am president, was formed about 
three years ago around a program that serves as our constitution. A copy of 
our aims and purposes is attached and is marked as item A. 


We are affiliated with three high-level organizations: the United Senior 
Citizens of Ontario, the Canadian Council of Retirees, which is sponsored by 
the Canadian Labour Congress, Ontario section--it operates out of Toronto in 
the Don Mills area--and also the National Pensioners and Senior Citizens 
Federation. These organizations are an inspiration to us. Their leaders engage 
in a never-ending struggle to improve and protect the way of life for retired 
Canadians. Their policies are formed at conventions where resolutions from 
affiliated clubs are debated and adopted. In that area, you may look at 
attachment B which supports this statement. 


Before I go on with my story, I would like to introduce two gentlemen 
who are with me. Bill Corms, on my left, is the executive secretary of the 
Canadian Council of Retirees that I have just mentioned. On my right is Art 
Campbell who I am sure you know all about. I understand he was here yesterday 
with a presentation. 


Mr. Chairman: He is here every day, just for your information. 


Mr. Racicot: I was not aware of that. I never met the man until just 
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a few minutes ago although I have corresponded with him. I am sure we think a 
lot alike, although he is a different kind of a man than I an. 


Now we will go on with the story. 


When TIT retired from Inco Ltd. in 1979 at age 65, after more than 44 
yeers on the Inco payroll, I found myself in the centre of double-digit 
inflation years. This worried me and I resolved to do something about it 
because Inco's pensions are not indexed. Ad hoc increases are rare and 
insufficient to offset inflation. 


I joined three retirees' clubs before I found one that was willing to 
take the strong action necessary even to start to solve the problem. At that 
time, many clubs had very little to offer retirees other than to socialize. No 
wonder so many companies would not provide inflation protection for their 
retirees. Something had to be done. 


At this point I would like to say that I am not an actuary or a 
mathematician and sometimes I have problems with the old-fashioned arithmetic; 
nor am I a wizard, so I will not try to dazzle the committee with a bundle of 
figures or equations and then pull a magic answer out of a hat and tell you, 
"This is what we want." My purpose here is to tell you the Sudbury story as it 
affects retirees and their families and the many problems we encounter as we 
try to cope with inflation and related difficulties. We ask the committee to 
keep us in mind throughout its discussions and when making its report to 
government. We believe there is a fair solution and that you have the mandate 
to recommend it. 


The nickel capital of the world had become the unemployment capital. 
Massive leyoffs in industry in our community and the chaos that followed 
brought the elderly, the unemployed and the young together in seeking 
solutions and justice. The unemploved were our sons and daughters and their 
children were also ours, as always. There were no longer any generation gaps 
because we had learned that, divided, any group that could not speak up for 
itself loudly and strongly would be left behind in this crazy, highly 
competitive and profit-hungry business world of today. 


In 1980 and 1981, the inflation rate rose to 10.2 per cent and 12.5. per 
cent. I had joined the Sudbury Regional Senior Citizens by this time, which is 
an umbrella group for affiliated clubs in the area, and I had no trouble in 
convincing the officers and members that we should do something about our 
shrinking Inco pension dollars. Up to this point, it seemed that everyone was 
complaining, but doing very little else. That situation is changing by the way. 


In January 1982, with the inflation rate at 10.8 per cent, we presented 
a brief to a Progressive Conservative task force on the federal budget and the 
economy that was holding public hearings across Canada, including Sudbury. We 
gave them the Sudbury story and they told us they would do all they could to 
get the Liberals moving. 


In April 1982, we invited Douglas Frith, member of Parliament for 
Sudbury, to attend our general meeting to speak on pension indexing. He 
informed us that government plans were to have the private sector carry more 
of the pension load in the future. 


In February 1985, while I was secretary of the Sudbury Regional Senior 
Citizens, I received a book from the federal government on pension reform, 
compliments of Doug Frith. It was referred to as the green paper and its title 
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was Better Pensions for Canadians. What a beautiful masterpiece. We loved it. 


The following shows why we were so emotional about it: Canadians may 
look to the future with increased confidence that they will find security, 
dignity and fulfillment in retirement. Elderly Canadians should be guaranteed 
a reasonable minimum income. Canadians should be able to avoid serious 
disruption of their pre-retirement living standards upon retirement. Pensions 
can no longer be regarded as rewards for faithful service. Pension credits 
should be considered as assets of plan members. High returns on pension fund 
investments should be applied to inflation protection for workers and 
pensioners. Provinces were invited to participate in achieving a consensus 
vital to all. In fact, everybody was invited to get on the bandwagon. Our 
inflation protection was just around the corner. This was the answer to our 
dilemma. 


We contacted Mr. Frith, chairman of the pension reform committee, and 
requested that one of those meetings be held in Sudbury. Our request was 
granted. A good turnout of citizens heard the briefs presented by pensioners, 
unions, women's groups and individuals. We told our Sudbury story in much 
greater detail than this presentation today and asked for implementation of 
suggestions outlined in the green paper. We were full of hopes for the future. 


The task force received hundreds of submissions from groups and 
individuals as it conducted hearings across Canada. The job they started out 
to accomplish was going well with the green paper proposals until they met the 
powerful Business Committee on Pension Policy in Ottawa in a four-hour 
session, and another four-hour session was planned to be held in Toronto. 
Attachment C shows the fourteen superpowers that made up the business 
committee at that time. There are also some comments on that sheet. 


Mr. Charles Baird was chairman of the business committee and also 
chairman and chief executive officer of Inco Ltd., our company. 


Minutes of proceedings show how cunning and ruthless these mighty people 
can be for their own financial gain. I give you four statements made by our 
own Mr. Baird, taken from the minutes, issue 28, page 8. 


1. "It is not reasonable to have as an objective of pension reform a 
level of retirement income as high as that of the working years." Our answer 
to that: How ridiculous can you get? 


2. "Government-mandated arrangements should not make pensioners better 
off than average working Canadians with dependents." Our answer: What a dream. 
This could never be accomplished at Inco. 


3. "Needs diminish in retirement years." Answer: This is a fallacy. The 
costs of bread, butter and beans keep rising in retirement, as do the costs of 
housing, heating, transportation, taxes, etc. 


4. "Private sector pension plans which invest funds through the capital 
market had great difficulty in keeping up with the rate of inflation in the 
last decade." Answer: We are told that pension plans produced the highest 
profits during the years of high inflation. 


That will be the end of the charades for now. Let us get serious. 


The last decade referred to by Mr. Baird would be 1973 to 1982. It 
included all five years of double-digit inflation for a total of 96.3 per 
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cent, and we wonder how those financial wizards missed the big haul. Inco used 
$105 million of pension fund surplus to reduce its debt, which proves the 
pension fund investment was earning money, money that should have been used 
for inflation protection for active and retired plan members. 
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I took it for granted that the members of the committee were aware that 
recently I wrote a letter to the Premier (Mr. Peterson) requesting changes in 
the Pension Benefits Act. Just in case some may have missed it, a newpaper 
copy is attached as item D. The high points are underlined for easy reading. 


We know we are getting a raw deal from the company, yet it tells 
everyone else that it is taking good care of its pensioners. We have been 
reaching out to retiree organizations, unions and government with the truth. 
We are getting great support and it is growing. Our resolutions on inflation 
protection, representation, beneficiaries, surplus skimming and protection in 
bankruptcy are being pursued now more than ever, yet most improvements in 
pensions in this period are designed to entice workers to take early 
retirement, and older retirees are forced to subsidize the deal and remain on 
the waiting list themselves. This is another area where government action is 
needed. 


Government pensions are indexed and governments have been recommending 
inflation protection in private plans for years or decades, but they have 
always backed away because of heavy pressure from big business. Governments 
must stop turning their backs to retirees. We cannot afford to continue 
subsidizing others any longer. We are in dire need of extra income.to meet the 
rising costs of maintaining our-own homes. We now are positive that only 
legislation will bring justice. We appeal to this -committee to ask government 
to legislate inflation protection with equal improvements for present and 
future retirees. 


I would like the committee members to look at the last two attachments, 
E and F, which show that some companies care about their employees and provide 
inflation protection. 


Let us take item E. The Toronto Transit Commission Pension Fund Society 
has been operating with a board of directors composed of four members 
appointed by the union and four by the TTC. It has been indexing pensions, 
using the excess interest principle, since 1975. It is not compelled to index, 
but it does so because it is appreciated by the employees. The system has been 
tested and it provides substantial and reliable protection against inflation. 
The society's attitude is a vastly different attitude from that of the 
business committee. 


Now we go to item F. The Rockefeller Foundation indexes pensions on the 
theory that if investment returns keep pace with inflation, the net cost of 
indexing pensions to inflation is zero. The foundation also established the 
indexed plan in 1975, which is 12 years ago. Its theory is that the investment 
return in the fund should be three per cent over the inflation rate. Cost 
control is achieved by indexing to both the interest rate and the inflation 
rate. The foundation believes that the plan's indexing meets the toughest 
criteria that can be devised. It is sound, it is safe, it works and it 
provides inflation protection after retirement, in every year, without extra 
costs. How about that? 


I think perhaps I have gone over. However, I would like to add this. It 
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is a shame that some companies must face legislated inflation protection for 
employees, but it is evident that it must be done. However, any legislation 
must make allowances for cases, such as the two above, where companies care 
for their employees. 


Mr. Chairman: Thank you very much. Are there any guestions for Mr. 
RACL COT? 


Mr. Lane: I was reading the letter you sent to the Premier. Could I 
ask whether you got a reply to your letter? 


Mr. Racicot: Yes, we got two replies. 
Mr. Lane: Are they in the affirmative? 


Mr. Racicot: There was no commitment but it was a fairly good 
response. The consideration would be there. 


Mr. Chairman: Are there Any other questions? 


Mr. Guindon: Mr. Racicot, are you afraid that in Bill 170 we will 
forget the pensioners who are already receiving the benefits? 


Mr. Racicot: That is the type of people I represent in our club. 
There is an awareness, though, among those on the job that they had better do 
something now while they are still working, so that when they come off the 
job, they do will not have to go through the same trouble. They reelize the 
dangers of inflation reducing their benefits. They ae not want to go down the 
road to the poorhouse. 


Mr. Guindon: If there is any benefit for the pensioners on indexing, 
I gather you would like to see it made retroactive. 


Mr. Racicot: You call it "retroactive," but those funds--surely they 
did not drain everything dry. If they did, we do not know where it went to. 
Did that money all go to pay off debts too? We have an entity there, one that 
went out. We paid in longer than the workers today. 


Mr. Guindon: Do you feel the union or the company is in a position 
to help you? 


Mr. Racicot: Yes, of course, they do. 

Mr. Guindon: Will they? 

Mr. Racicot: Pardon? 

Mr. Guindon: Do you think they have the will to do it; to help? 


Mr. Racicot: No. They have no will to do it. I have the minutes of 
those hearings that were held. All the way through, "We cannot afford it." 


Mr. Guindon: That is the company's part. What about the union part? 
Is it representative of your views? 


Mr. Racicot: No. The union is a sponsor of our retiree club. They 
service us. They give us practically anything we need in the line of a place 
to meet and the use of their newsletter or magazine. We get up at meetings and 
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speak. They bend the rules a bit too. The regular membership meet, and we get 
up and speak. They have paid the way for one or two of our executive officers 
to go to the big conventions and even to our own conventions. They have paid 
the way for two of us to go to the United Senior Citizens of Ontario 
convention. They are good to us, and they try to get--but they are wrapped up 
in this big business now of--they say to create jobs. 


I do not think they hired one hourly-rate employee since I left there in 
1979. That is not creating jobs. What they are doing is getting rid of jobs. 
They are just changing the type of job with this high technology. You might 
say, "Well, we cannot blame them," but they are doing it to make money. They 
have made money, and they have used our money; let us have some of it. 


Mr. Guindon: Have you spoken directly with the local in regard to 
your dilemma? That is what I am trying to ask. 


Mr. Racicot: Yes. 
Mr. Guindon: What was their answer? 


Mr. Racicot: We have been doing this all along, and their answer was 
good, "We will get you all we can." So they get us all they can. Now and then, 
we do get an ad hoc increase. 


During the last negotiations for the 1985 contract, things were tough, 
and they did not get too much in any area. Besides that, while negotiations 
had just started, they had not got down to hard bargaining yet, the company 
put out a news release that it was going to give. its hourly-rate’ 
employees--well, all its employees--an increase in pensions, but it held back 
the amount until after negotiations were settled about a month later. They 
came out with a big increase of $25. 


Mr. Guindon: A month? 
Mr. Racicot: Yes, a month. 


Mr. Corns: In answer to your question, sir, as you know, last week 
the Ontario Federation of Labour made a presentation, which I was here for. I 
would personally think the OFL would assist all retirees, regardless of 
whether they were union people or not, to get some type of reactivity--I have 
the wrong word there. 


The idea is just that we who went out on early pension are suffering. I 
am not personally suffering, but many of my friends are. We read from 
Statistics Canada that 52 or 53 per cent of all seniors getting old age 
pension require some form of a supplement. That includes those who, in many 
cases, are getting private pensions; their pensions are so small. This is why 
we would like to see it dated back to the time we went out. 
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Mr. Guindon: Is the only avenue that you have--to get in touch with 
the company, which is Inco Ltd. in your case, to shake them up or to make them 


aware of your problem--through the union? You do not have an avenue directly 
to Inco? 


Mr. Racicot: We notified them last year that we were asking our 
union to bargain with them, and that the union had agreed to act for us. We 
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got a reply back. It did not say yes or no, but it did say that they did not 
intend to make bargaining for retirees a subject for negotiations. That was 
not their outlook. They were not preparing for it at the time. 


We expected something like that. We expected it to be put a little more 
bluntly, like it used to be when I was young and in my prime and meeting down 
here in conciliation, where the company flatly refused to bargain on pensions. 
They told the chairman of the conciliation board that pensions were not the 
union's business, but the chairman did answer that pensions were the union's 
business. 


It went on from there, but very little progress has been made yet. That 
is why I would ask the government to take a hand in this. 


My friend on my right, Mr. Campbell, asked if he could say a few words. 


Mr. Campbell: Just commenting on this issue, earlier. Stan Racicot 
provided me with some figures a while back on the ad hoc increases they had 
got. I wish I had them with me now, but I think it was something like a 1972 
retiree was getting a pension with the purchasing power of roughly 52 per cent 
of what it was when he retired. I think this was 1985. That is with the ad hoc 
increases. 


This is at the same time that Inco took $105 million out of their 
pension fund. Again, if my figures are right, it is something like $18,000 per 
member was taken out of the fund by Inco. 


Mr. Guindon: I will let somebody else ask questions, Mr. Chairman. 
Interjection: Supplementary to that-- 


Mr. Pollock: You get your Canada pension and your old age security 
on top of your regular pension you get from Inco? 


Mr. Racicot: Yes. 
Mr. Pollock: That is all I wanted to know. I assumed you did, but I-- 


Mr. Racicot: Yes. We are not complaining, here, today, about 
government pensions. We are here today to talk about private pensions, company 
pensions. 


The main point I would like to make, this time--I do not suppose you 
hear too much of it yet--is that any benefits that are forthcoming, we are 
asking that they be divided equally between present pensioners and future 
pensioners. 


Mr. Lane: What is the situation regarding the widows of former 
pensioners? Are they having more difficult-- 


Mr. Racicot: It is a disgrace. That is something, too, that I am 
glad you brought up. In our membership, we hear the most pitiful stories of 
women who are getting older, getting tired of work, doing with so little 
because they do with either half a pension or quarter pension, from a few 
years back, when pensions were not quite as high as they are now. 


They get a real dirty deal. Some of them get nothing, absolutely 
nothing--the wife of a retiree--because of a split idea. When the worker goes 
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on pension, he and his wife get together and they decide, "Can we live on a 
split pension?” The guy says, "Honey, I love you. If I die first, I want you 
to have some." Then the loving wife says to her husband, "But you worked for 
it. Take it now and we will both live on it together." 


I know we all have to die but you do not think of it every day. On a 
decision like that we go at it together. In that case the widow gets nothing. 


Mr. Lane: In most cases, though, those ladies would not have been in 
the work force so there would be no Canada pension or anything like that. It 
would just strictly be old age security after 65 or spouses allowance prior to 
that. 


Mr. Racicot:--inaudible--and so on. There are now widows’ allowances. 
Mr. Lane: After 60. 

Mr. Racicot: Yes. 

Mr. Lane: Thank you. 


Mr. Chairman: Thank you very much, gentlemen, and thank you for 
coming down. 


Mr. Racicot: Thank you very much. 
Mr. Chairman: Your brief was well done. 


The next presentation is from William M. Mercer Limited, Mr. Dowsett, 
vice-chairman and Mr. McCaw, director and head of Canada west. Your submission 
from Mercer is in the brown folder that you were given most recently. Please 
proceed when you are ready. 


WILLIAM M. MERCER LTD. 


Mr. Dowsett: Thank you, Mr. Chairman, honourable minister, gentlemen 
and Madame Clerk. 


We are pleased to present our views on Bill 170 and the draft 
regulations. William M. Mercer Limited is the largest employee benefits, 
pension and compensation consulting firm in Canada with 600 employees from 
coast to coast. 

Representing the firm today we have the grey and the black, the old and 
the new. I am Rob Dowsett, vice-chairman of the firm in grey, and the young 
and black is Dan McCaw, director and head of Canada west. We are both 
actuaries, both fellows of the Canadian Institute of Actuaries and fellows of 
the Society of Actuaries. 


We would like to congratulate the Ontario government on working with the 
other jurisdictions in Canada on pension reform consensus. By and large the 
thrust of the legislation is good and there are many helpful provisions in 
Bill 170 which will aid in the building of an effective system of retirement 
plans for Ontarians. However, we have a number of concerns and we would just 
like to highlight those with you. 


There are three parts to our submission prepared by a number of senior 
Mercer consultants. Part A is nine key issues of a general nature; part B is 
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12 less vital but none the less important issues dealing with sections of the 
bill; and part C, which is dealing with the less vital but important 
provisions of the regulations. 


Because of time constraints, we are not going to review today any more 
than five of the key issues. These are set forth on pages three tc 15 of our 
brief. The five points we are going to cover are: inflation protection, 
surplus withdrawal, uniformity of legislation, group insurance offset in the 


pension death benefit and section 54, discrimination on the basis of marital 
status. 


I am going to let Dan McCaw review the five key issues. We hope to do 
that in about 10 minutes and then have some time for questions and interplay 
between the members of the committee and ourselves. Please break in if there 
is a point in Dan's presentation where you would like to clarify something. 


Mr. Chairman: I think if you give them that flexibility you will 
have a problem. I think I will overrule you and say they cannot cut in until 
the presentation is finished. 


Mr. Dowsett: Thank you. 


Mr. Chairman: I will invite you back someday when that happens. It 
Ss viun. 


Mr. McCaw: That is better for me because usually if somebody cuts in 
I have to go back to the beginning and start all over. 


Mr. Chairman: We have a control on that, too. 


Mr. McCaw: Inflation protection was the first issue Rob mentioned 
that we wanted to cover briefly. 


In its present form, Bill 170 does not have provisions for dealing with 
inflation protection, and therefore I just wish to make a general comment. 


We understand that there is a working group established by the Ontario 
government to determine the most appropriate mechanisms for inflation 
protection. Assuming they will be receiving submissions in due course, we will 
deal with a more detailed commentary to them. 


We at William M. Mercer Limited do not support the mandating of 
inflation protection. We feel that the sponsors of private pension plans 
should be encouraged but not forced to provide post-retirement inflation 
protection. We support voluntary action by employers to provide that pension 
plan members have a substantial portion of their retirement incomes protected 
against inflation, and in my experience the vast majority of major Canadian 
corporations do that and do that, probably, in the area of 50 per cent to 60 
per cent of inflation. 
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If Ontario were to mandate inflation protection, it wouid be the only 
jurisdiction in North America to take that approach at this time. We fear that 
the added cost to Ontario employers would impair their ability to compete in 
the world economy and may well discourage growth in our economy in Ontario. 


Another important disadvantage is that the ability of an employer to 
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provide larger increases to pensioners who are in most need might be impaired. 
By that, we simply mean that many employers choose, rather than to give 
across-the-board increases, to funnel the money towards pensioners who have 
the greater need, those with smaller amounts of pension who may have worked a 
fewer number of years to accumulate their pension benefit. 


Finally, further requiring pensions to be adjusted in relation to 
inflation wouid open the door to unanticipated and potentially severe costs 
falling to the employer. 


The second area we wanted to address briefly was surplus withdrawal and 
the minimum contribution rules. We believe that in the absence of plan and 
trust provisions prohibiting any withdrawal of surplus by the plan's sponsor, 
such withdrawals should be allowed in certain circumstances. To our mind, 
those circumstances would of course require that the employer leave in the 
pension plan sufficient assets to cover 100 per cent of the liabilities of the 
plan. 


We are opposed to any rule that would limit the ability of a pension 
plan sponsor whose plar is in surplus to take what, I think, many people call 
a contribution holiday, and thereby allow the yearly cost of pension accruals 
normally covered by employer contributions to be met through a reduction in 
the surplus position in the plan. 


Plan sponsors with defined benefit plans are forced to make assumptions 
as to future rates of interest earnings, salary increases and so on when 
establishing the level of employer contributions. If actual experience turns 
out to be more favourable than anticipated, surpluses are developed, and this 
really reflects the fact that the employer contribution level was set at too 
high a level. It follows logically that a reasonable corrective action is to 
set future employer contribution rates at a lower level, perhaps even zero, 
and thereby apply surplus. 


The third issue we wish to address concerns uniformity of pension 
legislation and regulations. We believe very strongly that pension legislation 
in this country should be uniform from one jurisdiction to another. I am 
afraid that the complexity and the expense of administering pension plans is 
going to be increased severely. Increased costs, one way or another, probably 
mean lower benefits and pension programs. Also, we feel that many of these 
differences in legislation from province to province are going to discourage 
people from continuing with the programs they have or, in many cases, 
organizations that do not have formal pension arrangements are going to be 
discouraged from putting them in place. 


The next point we wanted to raise is on page 10 of our submission, and 
it has to do with pre-retirement death benefits. Section 49 of the bill allows 
for the reduction of pre-retirement death benefits by an additional 
employer-paid benefit, to the extent that this reduction is to be prescribed 
in regulations. Well, we have seen the draft reguiations and they are silent 
on this point, which effectively nullifies the application of the provision, 
at least at this point. 


Pension plans really are not an appropriate place to be providing death 
benefits, and if you like, we could comment on that a little bit later. We 
believe that the type of offset contemplated by the act is desirable, and that 
an employer should be able to apply any employer-paid group life insurance 
proceeds to reduce death benefits otherwise payable for active employees under 
@ pension plan on the grounds that there would otherwise be an inefficient 
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duplication of benefits. We urge that the regulations be expanded to include a 
prescribed basis for offsetting additional employer-paid benefits in this 
manner. 


Last, on page 11, we would like to comment briefly on section 54 
pertaining to discrimination on the basis of marital status which, in effect, 
provides that pension benefits to individuals retiring in identical 
circumstances be of equal value irrespective of marital status. 


We are opposed to section 54, as worded, for several reasons. Employers 
should be encouraged to provide for surviving spouses of deceased employees 
and pensioners, and we would suggest that section 54 discourages employers 
from doing so. 


Second, to comply with this section, many pension plans will need to be 
amended and in such a way as to introduce discrimination on the basis of 
marital status in the amount of monthly benefit rather than the value of the 
benefit. In effect, we would just be replacing one form of discrimination with 
another. A married person and a single person might have benefits of equal 
value, but to do so, they might have benefits of differing amounts. 


Last, if discrimination by marital status is to be eliminated, does this 
mean that married and single employees must see their other employee benefits 
have equal value? As you all know, many companies provide group insurance 
benefits for dependants of their employees or pay their employees’ Ontario 
health insurance plan premiums. Obviously, there is a clear discrimination by 
marital status in the value of benefit that is being provided, which we do not 
think is unfair or illegal. We feel these arrangements should not be 
prohibited. 


Mr. Dowsett: We are open for questions. 


Mr. McClellan: Does William M. Mercer Ltd. still act as the actuary 
for Inco? 


Mr. Dowsett: Did not, has not, does not. 

Mr. McClellan: Were you involved in the study that was done for Mr. 
Grossman's Ontario proposals for pension reform of 1984? There were some 
background studies done. 

Mr. McCaw: Yes, I believe we did some background work. 

Mr. McClellan: Did you do the work that was published as appendix C, 
"The Impact of Inflation and Inflation Protection Formulae on Pension Costs"? 
Was that not the piece of work that Mercer did? 

Mr. Dowsett: In connection with that Grossman-- 


Mr. McClellan: This is the Grossman document. 


Mr. Dowsett: Excuse me. What is the name of the piece of work that 
you were referring to? 


Mr. McClellan: It was published as an appendix to Mr. Grossman's 
report. 


Mr. Dowsett: Right. 
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Mr. McClellan: It is appendix C, entitled "The Impact of Inflation 
and Inflation Protection Formulae on Pension Costs." 


Mr. Dowsett: I believe that is our work. 
Mr. McCaw: David Stouffer might have done that work. 


Mr. McClellan: I thought it was. It seems to contradict your 
testimony before the committee. I do not want to be unfair to you. I do not 
know whether the document was rewritten by Treasury officials or not, but-- 


Mr. Dowsett: Mr. Chairman, I might comment that I am familiar with 
this piece of work. William M. Mercer Ltd. was asked to make some 
calculations. We acted as a resource. We were not writing the papers or 
presenting the arguments; we were developing statistics. 


Our firm has done a lot of work for various government jurisdictions on 
the impact of inflation protection. We did a major piece of work for the 
Business Committee on Pension Policy, which is an association of 13 trade 
associations representing the Canadian Bankers' Association, the Canadian 
Chamber of Commerce and a whole bunch of industry associations. They hired us 
to do a lot of investigative work in connection with all aspects of pension 
reform, including inflation protection, and that piece of work is a little 
different. Some of it is the same as that work, but we were costing up all 
kinds of pension reform ideas, and I am not sure I understand how you feel 
that work is in contradiction with what we say here. 


Mr. McClellan: Quite simply because the studies you did, which are 
published in appendix C, demonstrate that the cost impacts are nowhere near 
the magnitude of-- 


Mr. Dowsett: What cost impacts? 


Mr. McClellan: --terror of inflation indexation--if I may 
finish--are nowhere near the level of catastrophe that we have been hearing 
over the course of the last week and a half. In fact, it was your studies, 
published in appendix C, summarized in figure Cl, table 10, that convinced Mr. 
Grossman, the Treasurer of the day, to support a policy of mandatory 
indexation to a level of 60 per cent of the consumer price index. I think I am 
being factually correct when I say to you it was your studies published in 
this document that indicated it was well within the range of affordability as 
determined by a Conservative government to provide inflation indexation. 
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Mr. McCaw: Perhaps I could take a stab at answering that. First, I 


do not have that information in front of me, so you have me at a bit of a 
disadvantage. 


Second, I would suggest that the government of the dav's view of what 


was affordable in the private sector and the private sector's view of what was 
affordable may not have been completely in tune. 


Third, in any costings that are done with respect to inflation 
protection--and I have heard some of the testimony that has gone on 
before--first, what level of inflation are we aiming at? I think some of the 
people who have been before you have assumed it might be something different 
than 60 per cent. What level of inflation protection are employers currently 
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providing? It is certainly far more expensive to provide 60 per cent if you 
are doing nothing right now and a lot less expensive if you are currently 
providing 30 or 40 per cent. Also--I think this is something none of us can 
judge--the real cost of inflation protection is really going to depend largely 
on where inflation goes in future versus what rates of return employers are 
able to earn on their pension funds. 


The cost of inflation protection could be significant; on the other 
hand, perhaps not. I do not think that is in conflict with what I have said 
and what we have written here, "Further, requiring pensions to be adjusted in 
relation to inflation would open the door to unanticipated and potentially 
severe costs falling on the employer." I do not think any of us can really 
predict what the long-term cost of inflation protection is going to be. 


Mr. McClellan: Is it not possible to amortize arrangements over 
longer periods of time to cushion some of the short-term impacts? 


Mr. McCaw: Certainly it is. 


Mr. McClellan: That was certainly one of the recommendations made in 
appendix C, "Funding arrangements should be made more flexible. Amortization 
periods for financing experience deficiencies could be lengthened from five to 
10 years"--or you can take any number you want. 


Mr. McCaw: Absolutely. 


Mr. McClellan: So when you hear General Motors or the Ford Motor Co. 
say if they had to deal with these kinds of upfront costs, they would have to 
shut down ell their plants, surely part of the answer; and I hope part of the 
presentation you will be making to the Friedland task force, is to talk about 
funding arrangements and amortization schedules that live in the real world. 


Mr. McCaw: As I said at the outset of our comments on inflation 
protection, we are here to make general comments on it because Bill 170 does 
not address it. We also said we anticipated making a far more detailed 
presentation to Mr. Friedland's group. 


Mr. McClellan: The historical fact remains that you were able to 
provide, if I may say so, very valuable advice to one of my political 
opponents which enabled him to come to the conclusion that mandatory inflation 
indexation was economically viable. That is still the position the leader of 
that party holds today. 


Mr. McCaw: Let me give you one example of some of the things we did 
for the Business Committee on Pension Policy, which Mr. Dowsett referred to. 
Many of the costings we did for the BCPP on inflation protection suggested 
that depending on circumstances, obviously, inflation protection of some form 
or another might be implemented in many plans for no more than two or three 
per cent of payroll. By some people's definition that is affordable, and by 
other people's definition that is not affordable. 


Mr. Dowsett: Could I make another comment? If others have been 
before you saying that inflation protection should not be mandated because of 
the costs, we are saying that is one reason but there are other reasons 
William M. Mercer Ltd. has come to the conclusion that mandating of inflation 
protection is not appropriate and that we have mentioned before. There are 
reasons other than just the pure cost reason for our position, such as 
dissuading people who do not have pension plans at all now from adopting them. 
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Mr. McClellan: I will finish by reading my favourite sentence from 
appendix C. Again, I do not know whether William Mercer wrote it or not. I 
kind of hope you did. "By mandating inflation protection, pension reform 
recognizes that a share of the inflation component belongs to plan members and 
should be used, regularly and predictably, to escalate their benefits." 


Mr. Dowsett: We did not write that. 
Mr. McClellan: I am sure you do not disagree with it. 
Mr. Dowsett: We did not write it. 


Mr. Lane: I am concerned about the question Mr. McClellan was 
discussing with you. We have had some presentations that indicated 60 per cent 
was probably actuarially viable, and having listened to the last presentation, 
we find out we have a lot of elderly people in pretty poor circumstances. 
Statistics say we are going to have a great many more elderly people in the 
future than we have had in the past for various reasons, people living longer 
and so on. What is this going to do for these people if there is no indexing 
at all? Are they going to be left with what $100 would buy 10 years ago but 
would not buy today? 


Mr. McCaw: When I say this, in large part I am speaking from 
personal experience, although I think there are statistics that would 
substantiate this to a great extent. Most major Canadian corporations with a 
private pension plan do provide cost-of-living adjustments to their 
pensioners. Of those who are doing it, most of them do it in the 50 per cent 
to 60 per cent range. You certainly could not say that 10 years ago-and you 
probably could not say that anybody, other than government, was doing it 15 
years ago. 


I think there has been a change in the private system in the perception 
of pensions and the importance of providing inflation protection. What 
employers were working at very hard 10 years ago was getting up the basic 
benefit so that people were retiring on a good, solid level of pension income 
after they put in a career with an employer. That is where most of the money 
was going. 


Arguably, if we had it to do all over again, as consultants, as 
employers, we could argue that perhaps the benefit level at age 65 should not 
have moved up quite as rapidly as it did as people moved towards two per cent 
final average pension plans, but rather that the benefit level should have 
stayed a little lower and inflation protection and other ancillaries that we 
have talked about today might well have been introduced.. That did not happen. 
The movement was to provide the good benefit at age 65 for the long-service 
employee. 


There is a shift, and I think employers are now looking at the inflation 
issue and have been for the last 10 years. Many more of them are doing it and 
many more will be doing it tomorrow, voluntarily. 


Mr. Lane: So you think they are more likely to do it voluntarily if 
it is not mandatory? 


Mr. McCaw: My concern with the mandatory, as Mr. Dowsett said, is 
not just the cost. I am concerned that the private pension system is going to 
see people leaving it if we mandate it, and we certainly are not going to see 
new employers coming to it if we have mandatory inflation protection. That is 
my fear. 
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Mr. Lane: Thank you. On page 10 of your brief, you mentioned 
pre-retirement death benefits and that you would come back to that and make 
some further comments. Do you have further comments you wish to make? 


Mr. McCaw: Very quickly, our view of pre-retirement death benefits 
is that they do not go on the pension plans. Very briefly as to why not, if I 
am a 30-year-old and I have been in your pension plan one year, my 
pre-retirement death benefit is based on my one year of service. If I ama 
60-year-old and I have been in your pension plan 30 years, my pre-retirement 
death benefit is based on my 30 years of service. The 60-year-old is getting a 
death benefit that is at least 30 times that of the 30-year-old. Arguably, the 
30-vear-old has the young children and the big mortgage and the 60-year-old 
has kids through school and the mortgage paid for. 


Pension plans are not a good way of providing death benefits. That is 
why most employers provide their death benefits through group insurance 
programs. 
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Mr. McClellan: One quick question. When William M. Mercer appears 
before the Friedland task force, will you be providing it with ways and means 
of implementing mandatory indexation or will you be trying to make a case to 
the task force against mandatory indexation and trying to persuade it to 
recommend against its implementation? 


Mr. McCaw: Probably the latter. We have not decided how we are going 
to put it together. We might go so far as to make all our arguments as to why 
we do not think it should be mandatory but if, having heard the wisdom of our 
words, the government were to decide otherwise, we might also include- 
' something to say that, although we oppose it, if it were to happen, this is 
how we think it should happen and why. 


Mr. McClellan: You think the task force may recommend against 
adoption? 


Mr. McCaw: I cannot comment on that. I did not understand that was 
in its terms of reference, though. 


Mr. McClellan: Neither did we, until recently. 
Mr. Chairman: Thank you very much, gentlemen. 


We have with us today Mr. Moorman of the Ottawa-Ottawa Carleton 
Pensioners Association. He is going an hour early. We appreciate that. 


Please proceed. 


OTTAWA-OTTAWA CARLETON PENSIONERS ASSOCIATION 


Mr. Moorman: Thank you. My name is James Moorman. I am the president 
of the Ottawa-Ottawa Carleton Pensioners Association. My colleage is Art 
Campbell, who is already well known to you. Although we are not in the same 
organization, we nevertheless have had numerous discussions and have similar 
views on the whole question of pension benefits. Mr. Campbell is well known to 
many of the organizations in Ottawa, has written a lot of material and 
reflects a lot of the views of the retirees, who are my principal constituents. 
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The Ottawa-Ottawa Carleton Pensioners Association represents 
approximately 1,200 former employees of the city of Ottawa and the regional 
municipality of Ottawa-Carleton which, as you will recall, is a creation of 
the government itself. Approximately 850 members of our association receive a 
pension benefit from the city of Ottawa superannuation fund, which I will 
refer to later on as the COSF. The others receive a pension benefit from the 
Ontario municipal employees retirement system, OMERS. 


Our association is represented on the COSF board of trustees by its 
president, who happens to be myself for this year. I would add one thing: the 
COSF is a so-called private pension plan that was closed out for new members 
On July 1, 19055 


Our concern with the Pension Benefits Act relates to those parts of Bill 
170 that deal with four items that I have here and that I basically hope to 
cover: first, the definition of "member" and "former member" in section 1; 
second, the makeup of the board of trustees in clause 8(1)(e); I will quote 
these sections later on in the text; third, representation on the board of 
trustees by pensioners under subsection 8(2); and, of course, the main 
preoccupation of this committee and the people who have contributed to it, the 
need for inflation protection in section 40, etc. 


Our first point is to deal with "member" and "former member." In Bill 
170, section 1 reads in part as follows, and this quote I take right out of 
Bill 170, "'Former member’ means a person who has terminated employment or 
membership in a pension plan and is in receipt of a pension payable from the 
pension fund" and "'member’ means a member of the pension plan.” 


It is commonly acknowledged that an employee participates in a specific 
pension plan by contributing a portion of his income to the pension fund, 
whereby he can expect upon retirement to receive a pension under the 
conditions specified in the pension plan. His essential claim to this pension 
benefit is his contribution made over the years of his employment. 


If an employee contributes six per cent to eight per cent of his 
earnings over 30 to 35 years to his pension plan, he will have made a larger 
cash investment, by and large, in his plan than in any other form of 
investment. We are suggesting by this statement that if you take six per cent 
to eight per cent of a guy's pay for 30 to 40 years--one gentleman had 44 
years in our pension plan and the payment contributions end at 35 years--that 
guy is making an investment in his pension plan greater than he will have made 
on the house he bought in the 1950s or 1960s, in fact in the 1970s in some 
occasions. It is a greater cash investment than he ever made in any vehicle, 
and I am talking about the working people, I am not talking about companies, 
obviously. I am talking about your average pensioner today. This makes him a 
member of the pension plan. This contribution, which is in the thousands of 
dollars in all cases, makes him a member of the pension plan and to no less 
extent after his retirement, his investment remains in the fund. 


My investment is in the city of Ottawa superannuation fund. The only 
thing that has changed is that my status has changed to that of a pensioner. 
That is all. I think to myself, how can I be a former member? A former member, 
even by the wording of the section, has the connotation of being deceased. I 
resent that. I resent it terribly. This is an attitude that has been 
engendered by employers and I must say by union organizations. 


"Former member" means a former employee or a former member of a union 
group. We are former nothing, we are pensioners, so our status should be that 
of a pensioner. We recommend that section 1 include a definition of 
“pensioner.” I am using the words already there for your so-called former 
member. "'Pensioner'...is in receipt of a pension payable from the pension 
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fund." I do not know why anybody is afraid or even in some cases refuses to 
define the word "pensioner." The purpose of this whole business is to provide 
a@ benefit, and as such you are contributing something. It is the pensioner who 
is getting the money. We suggest, furthermore, that reference to "former 
member" be deleted from the definition section. If you include the definition 
of "pensioner," you do not need to talk about this anomaly called "former 
member" with the connotation that he is deceased. 


Second, section 8 reads in part as follows, "a board of trustees...of 
whom at least one half are representatives of members of the multi-employer 
pension plan." 


The COSF--the pension plan I happen to belong to--has been a closed fund 
since July 1, 1965, and there will be no members. A closed fund means that no 
new people came in since July 1, 1965. The COSF has been closed since 1965, 
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and there will be no members as currently defined in Bill 170 on the COSF 
board of trustees by the year 2000, because, simply put, by the year 2000 
there will no more employees entitled to a pension who are making the 
contributions. Add 35 years to 1965; that brings you to the year 2000. You 
make a contribution to that plan for only the first 35 years of employment. By 
the year 2000, there will be no members. 
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By that date, all remaining employees who are entitled to a city of 
Ottawa superannuation fund pension will have completed their 35 years' 
contributions to the plan and will be waiting for their deferred pensions at 
their retirement date. In your present situation, you call somebody who is 
waiting for a deferred pension a former member. An employee can have $30,000, 
$40,000, $50,000 in the fund, he is waiting for his pension, and you call him 
a former member. He is not. He is still an employee and he can still keep on 
making contributions. By your definition, you are hitting him as if he 
practically has one foot in the grave. 


It is assumed actuarially that the COSF will continue to the year 2040. 
Just figure out how old the people are now. You will hear about the actuaries, 
of course. They figure they will all be dead by the year 2040 but not before. 
We will be operating, as I am saying here in the next page, page 3, between 
the year 2000, when there are no more contributors, and the year 2040, when 
the last guy dies. That is to say, in the last 40 years of our fund, there 
will be no representatives of membership on the board of trustees, as provided 
for in this section. You have prevented members from getting on this board. 


. We recommend that section 8 be’ amended as follows, "a board of 


trustees...of whom at least one half are representatives of members and/or 
pensioners." 


If you would be so good as to include in Bill 170 a definition of 
"pensioners," then when according to your definition of "members" there are 
none left in our group, at least one group other than the employer can be 
represented on the board of trustees of our fund. 


Section 8 reads in part, "a board of trustees...may include a 
representative or representatives of persons who are receiving pensions." 


The undeniable, ultimate objective of a pension plan is to provide a 
pension benefit to employees who qualify upon retirement. There are three 
distinct groups of persons in a defined pension plan. They are as follows: the 
employer, obviously. No doubt you will hear the employer's point of view all 
the way through. You always will. You always have and you always will. The 
employees who contribute a portion of their earnings are the second group. 
That is a different group than the employer. The third group are those who 
receive a pension, the pensioners. 


I speak from experience as a pensioner, I speak from experience as an 
employee and I speak from experience as a former employer. I assure you, if 
this concept is put to the members of this committee, it is nevertheless 
absolutely true. The perspective and, therefore, the objectivity of these 
three groups is different, one from the other. The board of trustees, being 
the administrator of a fund as defined in the Pension Benefits Act, will not 
have the balanced perspective required to administer the fund properly without 
direct input from representatives of these three personnel components of the 
pension plan. 
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Maybe all you fellows are too young. If any of you have sat in on a 
board of trustees meeting, you will recognize without any introduction at all 
who the employer is or who his representative is. You will very quickly 
recognize who the union representative is, without any labels--you do not need 


any labels or any introductions--and you will find out who is speaking for the 
pensioner. 


We are saying, as pensioners and former union members--I was the 
president of the first Canadian Union of Public Employees local of supervisors 
in the city of Ottawa--that union representatives talk about pension issues. 
There is no question about that and nobody can deny that. But I want to tell 
you that when it comes down to dividing a surplus, splitting the bucks, nobody 
speaks except for his own group. The employer speaks for the employer and he 
wants back some of those advances he had. The employees want early retirement, 
buy-back of pensionable time, service time. The list is as long as your arm. 


Unless there is a pension representative, there is nobody who says, 
"What about all those poor beggars out there who do not have a nickel?" I am 
saying without any equivocation, without any hesitancy at all, that you must 
provide for a pensioner representative on the administrative unit, especially 
on a committee and most especially if it is a board of trustees, which happens 
to be the case in the city of Ottawa superannuation fund. 


We recommend under section 8, at the bottom of page 3, that the 
administrator of the pension plan shall include a representative or 
representatives of persons who are receiving pensions under the pension plan. 


I have made three very easy amendments. I do not like the idea, as some 
people are prepared to suggest, "After all, you have your money in this dam: 
thing; why would you not be satisfied to be continued as a member?" I am 
saying there is a difference between the employer, the employee and the 
pensioner. That distinction must be preserved, and one way to do it is by 
definition. I may be part of the membership of something. You can use the word 
"membership" in a general term, but I suggest there is a difference and this 
legislation can enable us to draw that distinction. 


My fourth point is on the business of this inflation protection. It is 
on page 4, sections 40 to 55 under the heading of "Benefits." I was intrigued 
by the way the authors of this legislation set out their headings. They put it 
in under the heading "Benefits." These sections contain every kind of primary 
and conditional benefit which anyone could think of except the most important: 
the need for inflation protection. 
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Personally, I found it an education to read this thing. I did not 
realize there was so much, although, unlike a lot of other people, I did not 
start thinking about my pension until about six months before I decided to 
retire. I am still not 65, touch wood. Nevertheless, like a lot of people, I 
was late in thinking about pensions. I learned a lot about this thing, but it 
strikes me that they are going around one issue. 


Maybe the reason you are getting so much reaction on inflation 
protection is that there seems to be a hesitancy. With all due respect to the 
minister and to all the statements that have been made, the general reaction I 
get, and I see it on the television--I see you fellows on TV; I notice they 
had the cameres in here the other day; they do not have them here now--and in 
the newspapers, is that all the argument is around inflation protection. 


It is a fact. I would not attempt to flood you with any figures. You 
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have enough of them right now. I honestly have to sympathize with the members 
of the committee, the political representatives. How you are going to get all 
this briefly, I do not know. 


It is well known that there is a great divergence of opinion even within 
this committee. Nevertheless, I make these suggestions. It is a fact that 
inflation increases the revenue and capital assets of a pension fund. The 
history of our fund clearly indicates that. We had projections on capital 
asset growth starting back in 1971. They said that in the year 1986 there 
would be $85 million in the city of Ottawa superannuation fund. They made 
these calculations in 1971 and at times in 1985 it was $159 million. They were 
short by about 100 per cent. In other words, 100 per cent growth. 


We have some pretty smart guys in the city of Ottawa. You are not going 
to give us too much credit for being smart, down here in this part of the 
country, but there are some pretty smart guys in the city of Ottawa. But they 
did not admit they were so hot at the administration of this fund that they 
manipulated a 100 per cent increase in the assets over what was projected. No 
way. 
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They said, in 1986 there would be only $90 million in the fund; the 
audited statement is going to show $163 million. I do not hesitate to talk and 
make the statement, and I am going to make it again: it is a fact that 
inflation increases the revenue and capital assets of a pension fund but 
decreases the purchasing power of a fixed pension. I am not a mathematician, I 
am not an actuary, I am not an accountant, and I failed in economics at 
Queen's University, but I am making this statement and nobody can deny 
it--nobody in this room and nobody else--the purchasing power of a fixed 
pension decreases. 


Can pension plans afford to consider inflation protection? This is the 
big issue. Even the wealthiest corporations in this country appear here and 
they say, "Like hell; we are going to move to Quebec." Can they afford it? 
Obviously, this will depend upon the individual plan and will vary from year 
to year. 


Our own history of the COSF is a good example: it will vary from year to 
year. However, surpluses are being withdrawn because it is alleged that 
projected liabilities are covered. You come out with this fancy thing. My 
predecessors right here at this desk said, "It is okay to withdraw, as long as 
everything is covered." But at what level are projected pension liabilities 
calculated, which allow these surpluses? 


The lower the level of pension liabilities, the higher will be the 
surpluses. You do not even need to be a mathematician to figure that one out. 
For example, in the COSF, 50 per cent of the pensioners who were former 
employees of the city and regional municipal governments--this does not 
include the firemen and the policemen; the firemen and the policemen have been 
doing pretty well these last 10 years, especially in wages, which means you 
get a higher pension; I am talking about the group that has not been doing so 
well--50 per cent of these former employees receive less than $6,000 a year 
annually from the COSF, and 17 per cent of them receive less than $3,000. 


Here is the shocker as far as we are concerned. As @ consequence, 77 per 
cent of the spouses of the deceased members in the above group receive less 
than $3,000, and 33 per cent of these spouses receive less than $1,000 
annually. 
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I was born and brought up in Ottawa and have lived there most of my 
life, and I looked down the list of people in our audited statement who 
receive a pension. I have lived in Ottawa South, I have lived in Ottawa East, 
I have lived in Ottawa West and, at present, I live in the far west end of the 
city. I have been associated with many things. I come from a large family, 
with a lot of friends and relatives. I see some of the names on those lists 
that are getting $1,000 a year; $2,500 a year, a former fire chief. 


Surpluses could and should be used for the benefit of retirees who have 
lost purchasing power. That is our statement. We recommend that this 
legisiative committee consider the report of the Employees and Pensioners 
Committee on Inflation Compensation, prepared by my colleague Arthur Campbell. 
This report suggests that the Pension Benefits Act should include something 
for the retirees, and let the task force on inflation protection deal with 
future pension recipients. 


Pensions are not a gift from the employer. I have not heard anybody 
around here say that lately, but you are liable to hear that. Certainly, the 
inference is there. If you withdraw your support, it means that you give your 
support. The implication is there. 


Pensioners should not be considered as receiving something for which 
their contribution is insignificant, either by the employers or the Pension 
Commission of Ontario. An employer can do the following when there is a 
surplus: He can withdraw it. I notice, minister, you have stopped that for a 
little while. Thank you. 


He can reduce his contributions, and this position is being advocated. 
He can provide incentive for earlier retirement. Those of us who have been 
with the same employer for an awfully long time know this is one way to 
sweeten the pot to get rid of these senior management people who cannot do 
their job properly any more, and they are the ones who get the big pensions. 
Or the employer can raise the level of pensions of current retirees. It takes 
no imagination to recognize the most desirable of these options as far as the 
employer is concerned. 


In the case of the COSF, although our group is administered by a board 
of trustees that includes representatives of employees and pensioners in a 
minority position on the board--and you know what that means; we do not get 
the votes and support we want--the evidence is clear as to which option has 
been exercised up to the present time. Since 1931 when our fund was 


established, there has been only one occasion, 1985, when the position of the 
pensioners was improved. Clearly pensioners have no bargaining power since 


they have nothing to trade off. Pensioners need protection. 


The Pension Benefits Act is the only vehicle that can provide that 
protection. We recommend that the Pension Benefits Act be amended to include a 
section that recognizes the need for inflation protection. We are only saying 
that we are looking, hopefully, for a commitment. If you want a suggestion, it 
could be the cost of living, the consumer price index. 


We therefore respectfully submit this on behalf of the pensioners' 
association. I believe I have a couple of minutes left. 


Mr. Chairman: Unless you want some guestions. Are there any 
questions? 


Hon. Mr. Kwinter: Mr. Moorman, I want to tell you how much I enjoyed 
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your presentation; I really did. This is just a technical matter. I want to 
address your guestion about the definition and deal with it. You feel that we 
should take out "former member" and put "pensioner" in? 


Mr. Moorman: Correct. 


Hon. Mr. Kwinter: The definitions are not a statement of policy. 
What the definitions do is refer to things that are in the act. To put 
"pensioner" in the definition and not mention it anywhere in the act is of no 
consequence. It does not mean anything. What we would have to do is start 
putting in references to "pensioner" so that there would be a reason to have a 
definition for pensioner. 


Mr. Moorman: Correct. 


Hon. Mr. Kwinter: The other thing I would like to mention is that 
when you say to delete "former member," there really is a provision and there 
really is such a thing as a former member, and that is a person who belongs to 
a company, is enrolled in a pension plan and then withdraws before it is 
vested and goes to another place or does whatever he does and is no longer 
part of that pension plan. He is a former member. He may have some benefits 
coming to him out of it or he may take all his money out because it has not 
been vested. He takes his money out. He gets none of the sponsor's portion, 
but he is a former member and* there is a provision for that. 


Mr. Moorman: Can I answer? 
Hon. Mr. Kwinter: Yes. 


Mr. Moorman: On your first point with respect to definition of 
"pensioner," obviously, if the only place the word "pensioner" is going to 
appear in the legislation is in the definition section, section 1, then 
obviously you do not need it. You would not put in a definition for any words 
that are not being used. I appreciate what you are saying. The reason I 
suggest it be in section 1 is because I am suggesting that it also be read 
into section 8 that the board of trustees should have members and pensioners. 
That is the reason I want a definition of “pensioner,” because according to 
the existing definition of member, it does not include pensioner. It does not 
provide for a pensioner being on a board of trustees in any capacity 
whatsoever. 


I am saying it is essential that you have pensioners involved in the 
administration, especially if it is the committee you refer to here or the 
board of trustees. Now then, I prefer the word "pensioner" definition rather 
than "former member," because I prefer it to read: "representatives of members 


and/or pensioners" rather than "representatives of members and/or former 
members." 


1530 


I also suggest the word "pensioner" would be in the text in section 8 
with respect to being on this board of trustees; subsection 8(2), "the 
administrator...shall." I am saying that according to this legislation it 
should be compulsory, mandatory that pensioners be on the board of trustees or 
this could be reworded to include that committee where you have an 
administrator acting as a committee. 


Perhaps there is a place in the legislation--I thought about it at the 
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time--for a deferred pensioner. That is the only other category you have to 
take care of. You have to take care of the pensioner, and I think I have 
elaborated on that sufficiently. Nevertheless, as you say, there is the 
question of a deferred pension. People who have worked for 15 years and have 
their pension vested will go to work somewhere else, in private industry 
mostly, because if they can go to any other government body their pension can 
be transferred, as you know. 


For those people who cannot transfer their pensions--you are always 
going to have this--there is a need for a definition of "deferred pensioner." 
You will have a "member" who is really an employee, making a contribution. You 
will have a definition for "pensioner" and I suggest that you need a 
definition for "deferred pensioner." 


In our fund, although there are some 1,450 people in the fund, a total 
of contributors, pensioners and spouses, we have about 16 people in the 
category you are talking about. I would not suggest it is onerous at all to 
make changes for pensioner and deferred pensioner. 


As far as the last category you mentioned is concerned, the fellow who 
has taken his pension out of the fund, who has separated himself actuarially, 
financially, pension-wise entirely from the fund, I do not see any point in 
giving a definition to that guy. We do not need to have him-- 


Hon. Mr. Kwinter: The reason why you need a definition is if you 
have someone who is contemplating doing that and wants to know his rights and 
what he can do, he has to go to the act. He has to ask, "As a former member, 
what can I do and what provisions are made?" That was the reason. 


I take all of the points you make and I am just-- 


Mr. Moorman: I understand, but would you suggest that if a guy moves 
to some other form of employment where there is no pension plan--I am thinking 
specifically of several people in our case in Ottawa. If decides to withdraw 
his money entirely from the fund, he has the option to do so. He has made a 
contribution. He has taken his money out. He has no longer any claim on the 
fund. Is there a need to suggest that person be categorized either by 
definition or reference in any way whatsoever? He has no money left 


Hon. Mr. Kwinter: The point is that until he makes that 
determination, he is a member. 


Mr. Moorman: Correct. 


Hon. Mr. Kwinter: Then he decides: "I am going. I wonder what my 
rights are. What are my rights? Can I take the money out? Can TedOes MLeor. 
these things? Do I have any rights as a former member?" That is what it deals 
with. Again, it is not a matter of putting him into the category just so you 
can have a catalogue of people's positions. If there is no reference to a 
former member, there is no need to have a definition of a former member. But 
there is a reference in the act to a former member who is in that category, 
which gives him the right to do whatever he wants to do. That is the reason 
for the definition. 


Mr. Moorman: My preference is you call that guy a pensioner. 


Mr. Chairman: Anything else? Any questions? 
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Mr. Guindon: Just one small question: In your brief, I understand 
that you feel the employer and the union are not enough to represent the needs 
of the pensioners. 


Mr. Moorman: Absolutely. 
Mr. Chairman: One minute to sum up, sir. 


Mr. Moorman: I appreciate your time limit, Mr. Chairman. I think 
that my first three points--the pensioner being able to get on that board of 
trustees, being involved in the administration of the fund--are adequately 
dealt with in here. In my estimation, these are minor changes. They will 
clarify the thing and put the pension in place. More and more pensioners, 
believe me, are reading this thing. I bet you 10 to one, hardly a pensioner 
ever read the previous Pension Benefits Act. Now they are reading it in large 
numbers. 


Let me elaborate on the question of inflation protection. I would say 
this is a very confusing question for a lot of people. Let me tell you what we 
are trying to do in our fund in Ottawa. Since 1972, the corporation of the 
city of Ottawa, that is the municipal council, has been giving a 
supplementation to the low-paid pensioners in the COSF. This hit a maximum of 
about $450, 000 about 1983, and of course it is going down for two reasons. 


People are dying; the oldtimers are dying off. It runs in the low 
pensions--I do not think they are starving to death; they are just dying. ldo 
not think the fund would take responsibility for sustaining life. 
Nevertheless, it is a significant thing that the oldtimers are dying off. It 
is a reality that these $1,000-a-year pensioners are dying off. 


The second thing is, of course, that the supplementation--I do not want 
to get into too many statistics in this stuff--given by the city is the 
equivalent in the case of pensioners of between what they get from the fund 
and what they get from the CPP. As you know, the Canada pension plan payments 
were not that significant prior to, say, the middle 1970s. Look down the list 
there and you will see it. I know these figure: They paid nothing in 1966; in 
1967, they paid $393 for the year. It has been increasing, of course; it is up 
around $5,000 now. Those guys who went into retirement prior to the 1970s got 
a very low CPP, and the ones who retired prior to 1967 got nothing. 


The city makes up this difference and it did it arbitrarily. They never 
sought the opinions of the pensioners; never. They did not bother going near 
the union groups because our employer has always taken the position, and there 
is some validity in it, that when it comes down to dividing the pie, the union 
groups cannot be trusted to deal on behalf of the pensioners. This is our 
history. 


We have been making the pitch to the city council for supplementation, 
as it is called, in November each year. In November 1986, we made the pitch 
again for supplementation to the pensioners. The members of the City council, 
essentially led by Alderman Darrell Kent, asked, "Why do not the pensioners 
ret together with the city and see how much money a pensioner gets, then see 
what is needed to make it up?" 


We thought this was a novel consideration on two points. One is that the 
pensioners for the first time were invited by the Ottawa city council to 
participate in this discussion about supplementation, which shows a change in 
attitude. 
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The fellow who was sitting here ahead of me said that employers are 
beginning to recognize the need to help their pensioners. Maybe we will accept 
it--pensioners will accept it--and grudgingly from the gentleman who sat here 
ahead of me and his firm--I will not name names--but it is a fact; they are 
beginning to recognize it and it is being reflected. 


They said, "Get the old age pension. Get the Canada pension plan and the 
amount of money that comes from the COSF, the pension plan. Add that up. What 
would it cost to make up the difference to, say, $11,000 a year for pensioners 
and $9,000 a year for the spouses?". We are doing that research now. It shows 
a change in attitude. I think it is very encouraging myself. 


There is nobody in the world--I do not care what your political 
persuasion is--who is going to say this thing will solve everybody's problems. 
If you put in two times inflation protection, you do not solve it. 


We are going bankrupt as a country pretty fast as it is by doling out 
money to everybody. We are saying, in this setup, let us look at what it 
costs. We are working together to analyse, to do some research to see what can 
be done. We think it can be done. The city will not have to increase its 
supplementation all that much. The pension fund, which has had surpluses for 
the past four or five years despite a couple of bad investments that we made 
in western Canada--I do not know if any of you guys are from Alberta. There is 
nobody from Alberta here. We lost some money out there in Alberta, a couple of 
million dollars. Despite that and the write-off of that, we think this can be 
done. 
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It would be encouraging to us if some positive commitment were given by 
this committee, the department or somebody that we are going to try to get 
some kind of real floor to this Pension Benefits Act. This act has a lot to 
contribute and there is going to be some kind of statement in there; inflation 
protection or tying it up to something or other, half the cost-of-living index 
or something. Make a suggestion. You have a lot of suggestions in here. 
Legislation is pretty cut-and-dried stuff, but you can put a bit of a 
motherhood deal in here. It has been done many times before. 


Mr. Chairman: Thank you. I do not know whether we can give you any 
messages to take back to your group in Ottawa except that they sent a forceful 
representative. 


Mr. Moorman: Thank you, sir. 


Mr. Chairman: The next presentation is from the Trustees of 
Labourers’ Pension Fund of Central and Eastern Canada; Mr. Rivers and others, 
some of whom we have seen before. Please proceed at your convenience and 
introduce the contingent. 


TRUSTEES OF LABOURERS’ PENSION FUND OF CENTRAL AND EASTERN CANADA 


Mr. Rivers: I am Bill Rivers, Martin E. Segal Co. Ltd., a consultant 
to the labourers’ pension fund of central and eastern Canada. On my right is 
Raymond Koskie with the firm Koskie and Minsky. He is legal counsel to the 
same pension fund. On my far right is Onorio D'Agostini. Onorio is the 
administrator of the labourers’ pension fund of central and eastern Canada. 


We are here representing the board of trustees of the labourers’ pension 


G=-25 


fund. I believe we have distributed a brief in a blue cover that we will cover 
with you today, in some parts briefly and in other parts rather thoroughly. 
The brief has been divided into legal-related issues and benefit-related 
issues of Bill 170, and we will cover them accordingly. 


By way of background, the labourers’ pension fund of central and eastern 
Canada covers approximately 100,000 labourers working in the construction 
industry throughout Ontario and all of eastern Canada--the maritime provinces. 
There are about 32,000 active workers. It covers or involves 21 local unions 
of the Labourers’ International Union of North America. There are 16 of those 
locals in Ontario and there are five in eastern Canada. 


The pension fund is designed as a multi-employer pension plan. Within 
that concept, there are some 2,300 employers throughout Ontario and eastern 
Canada contributing to the pension fund in any one month. The firm's records 
probably have more than 6,000 employers who from time to time, depending on 
their work, will make contributions to the pension fund. 


The plan is operated by a five-person board of trustees. Mr. D'Agostini 
is the administrator, not in the way it is used in the bill, but rather as the 
person responsible for the administration of all the records, which, with the 
number of participants and the number of employers and the number of different 
local unions, you can appreciate is a rather large record-keeping 
responsibility. 


As I mentioned, the pension fund is designed as a multi-employer pension 
plan, of which there are hundreds operating in Canada. We believe they are 
- unique and very different from the usual pension plan found in the private 
sector, in that there are so many employers and in that the employees covered 
by these programs are highly mobile. They move from employer to employer; they 
may work for an employer for one day, one month or 10 years, depending on the 
nature of the work and their own desires. As a result of their mobility and 
the type of work, they are faced with unique sets of circumstances. 


We think the committee should take special recognition of multi-employer 
plans and how they operate and recognize some of the special needs. There are 
two things that we will not talk that much about today because of the nature 
of multi-employer plans. One is the surplus withdrawal and the other is 
mandatory inflation protection. 


The contributions that go into the trust fund for the labourers' fund 
originate from a collective bargaining agreement. Those contributions are 
fixed by agreement, and once they are made to the fund, they stay in the fund. 
They are never taken out of the fund other than in the form of pension 
payments and, therefore, all the actual gains that are created over the years 
are used to improve the benefits of the beneficiaries of these funds. Surplus 
withdrawal simply is not an issue for these types of plans. 


Mandatory inflation protection is also taken care of in the sense that 
any plan surpluses can be, and in most instances are, used by the trustees to 
improve not only the benefits for the actives but also the benefits for the 
retirees. To the extent that any mandatory inflation protection would be 
introduced, it would not be a problem for a multi-employer plan to index the 
pensions to the extent that the surpluses were available. 


We would suggest, however, that any mandatory inflation protection in 
excess of the available surplus would be a problem for a multi-employer plan. 
Because of the fixed negotiations under the collective bargaining agreements, 
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there really is no way for these funds to get additional money over and above 
the gains that generate themselves, other than to go back to the bargaining 
table or whatever, but that would present a problem. 


With that background, not only to the fund we are representing today but 
also to the multi-employer or MEPP industry, I will turn the microphone over 
to Ray Koskie to talk to you about the legal-related issues we would like to 
present today. 


Mr. Koskie: Mr. McClellan was quite proper to point out yesterday 
how refreshing it was that we were not coming here with the same sort of 
hysteria that some of the others have come with in respect to the question of 
surplus and inflation protection. As Mr. Rivers points out, those problems do 
not have the same degree of importance because of the unique aspect of MEPPs, 
and MEPPs are such that we have dealt with them ourselves. 


Because MEPPs are so unique, we feel the bill has to deal with them in a 
somewhat clearer fashion. We certainly appreciate that there have been 
improvements in the area of MEPPs in Bill 170 compared to the previous draft 
bill. However, we feel, as I will point out shortly, there are still some very 
important areas that need some clarification from a legal point of view, the 
first of which is the definition of a MEPP. 


As I pointed out to you yesterday, and I think most of the committee 
people here today were here yesterday with one or two exceptions, tab I of our 
brief mentions unanimous recommendations that were made by a special 
subcommittee appointed by the Pension Commission of Ontario in 1984. 


That committee was established to advise the commission and the minister 

on the uniaue aspects of multi-employer plans which are not dealt with at all 
in the present act. You have to appreciate that these recommendations are not 
one-sided, in that the subcommittee consisted of representatives of all 
interested aspects of the MEPP industry: trustees, employer, union and 
professional advisers. 
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The pension commission accepted these recommendations, but they seem to 
have gone astray after they were introduced to the Canadian Association of 
Pension Supervisory Authorities. We did recommend that the definition of a 
MEPP be limited to one which arises out of a collective agreement. There is a 
historical reason for that. MEPPs were originally established because of a 
collective agreement, and they should be limited only to those particular 
plans. 


The present proposed definition does not make any reference to the 
collective agreement, but rather refers to any agreement, statute or bylaw 
under which a pension plan has originated. We have proposed a compromise to 
that on page 4 of our brief, where we suggest that the reference be made to a 
pension plan established "by reason of a collective agreement, participation 
agreement, any other agreement, statute or municipal bylaw." In other words, 
we have incorporated all aspects of all areas in which a MEPP may arise. That 
would require an amendment to clause 8(1)(e) by deleting the words 
"established pursuant to a collective agreement." 


The net result of this proposal is that all MEPPs, regardless of how 
they were created, by collective agreement, statute, bylaws or whatever, must 
have at least 50 per cent representation from employees on the board of 
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trustees. The thrust of our recommendation is that they should all be treated 
the same. There should not be a distinction between MEPPs arising out of 
collective agreements and MEPPs arising out of statutes, bylaws or whatever. 


The next crucial area deals with conflict of interest and we discuss 
that on page 7. First of all, we welcome the proposal by the minister with 
respect to the standard of care, the duty of care imposed upon administrators 
of pension plans. It is a high standard of care, one we think is in the best 
public interest and one to which our clients have no difficulty agreeing. 


However, there is reference to, in effect, a blanket prohibition of 
trustees or administrators engaging in transactions which may involve a 
conflict of interest. On the surface, it would be almost like arguing against 
motherhood to say that is not correct. We agree with the principle, but there 
is a practical effect to that absolute prohibition. The administration of 
these plans will be stymied as a result of that absolute prohibition, because 
everybody involved in the administration, whether it be a single-employer plan 
or a MEPP, comes there with a built-in conflict of interest. 


Let me explain. In a multi-employer plan, if you have trustees who are 
appointed by the union or trustees who are appointed by employers, they wear 
two hats. The employer trustees, before they come into the board of trustees, 
are trying to represent the interests of the employers who appointed them. The 
union trustees are usually officers of the union and, of course, they have 
political concerns to keep their members happy. 


The employers want to make sure that they do not end up contributing to 
the plan any more than they have to. Yet, as trustees, they are there to 
provide the greatest amount of benefits for the beneficiaries. They dre being 
pulled in two different directions and they are, therefore, presented with a 
conflict of interest. They are always concerned about their employer's 
interest and they are always concerned about the beneficiaries. These are 
typical conflicts of interest. 


For example, a multi-employer pension plan board of trustees will enter 
into a cost-sharing agreement with a union in the area of delinquencies. 
Because contributions are not paid in time, what the trustees may do is say to 
the participating union, "You go out and collect the contributions for us, and 
we will pay the union a certain amount of money for the work it has done in 
collecting those contributions on behalf of the pension plan." 


There is a conflict of interest there, because the same union officers 
who are negotiating this cost-sharing agreement as union officers are also on 
the other side of the table negotiating as trustees of the MEPP. That is a 
typical example of the inherent, built-in conflicts of interest which the 
trustees of MEPPs take with them to the board of trustees. If you accept the 
legislation at its face value, the trustees could not make any decisions at 
all, because they would all involve some sort of conflict of interest. There 
has to be an escape from that, without destroying the principle behind the 
conflict-of-interest provision. 


As I may have mentioned to you yesterday, this has been recognized in 
the United States under the Employee Retirement Income Security Act, with 
which you are familiar. I point this out on page 8 of our brief. That 
legislation acknowledges that there are, obviously, conflicts of interest. On 
the other hand, there is a procedure whereby transactions and individuals 
involved in a conflict of interest can be exempted from this absolute 
prohibition, but they have to meet certain criteria in order to be exempted. 
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In Ontario, that could be supervised by the superintendent of pensions, who 
would establish a procedure for that. 


Without that procedure, in my respectful submission, not only the 
administration of MEPPs would be stymied but also that of single-employer 
plans. I think you have to give very serious consideration to that; otherwiss, 
we will have a serious problem with respect to the ongoing, day-to-day 
administration of these plans. 


The next aspect I want to talk about, on page 11, deals with delinquent 
contributions. As you can appreciate, with a plan of this size--and the 
labourers’ pension plan is typical of many of the large MEPPs in Ontario, 
where you have literally thousands of employers who are contributing on a 
monthly basis to these plans--the delinquency problen, particularly in the 
building trades industry, is very serious. 


In the subcommittee which advised the pension commission, we agreed, as 
tab I will indicate, that the only practical, effective way to get around the 
problem of delinquencies was to have a speedy arbitration process that the 
trustees could resort to. 


Notwithstanding that unanimous recommendation, we do not see that in 
either the draft bill or Bill 170. Instead, what we have is the bill saying 
the trustees can sue in court. I pointed out yesterday that does not advance 
the situation at all. It involves more expense, more delay and it is not in 
the best public interest. We ask you, please, to seriously consider that as 
well. 


The other point we want to talk about, on page 15, deals with worker 
representation on the Pension Commission of Ontario. As you know, the role of 
the pension commission under Bill 170 will be greatly increased over the role 
it has now. The PCO must hold hearings and make decisions after weighing the 
evidence, and it will be called upon to make very important decisions on 
pension issues. 


The difficulty is that with the present setup of the commission, the 
commission can sit in panels of three. Of course, with the present makeup of 
that commission, it is possible that there can be a panel in which there is no 
worker representation. At the present time, out of the nine members, there are 
only two representative of the interests of workers. 
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Since the workers should have at least an equal say as to where their 
pension money is going and how it shall be regulated, we feel the situation is 
analogous to the makeup of the Ontario Labour Relations Board in dealing with 
labour matters; therefore, we see no reason why the PCO should not be set up 
in a manner similar to that of the OLRB. That is, in effect, the nub of our 
suggestion. We feel the commission should be composed of an equal number of 
employer and employee representatives, as well as neutral persons. Otherwise, 
the interests of workers under the present setup are clearly in jeopardy. 


In fact, I think many of the problems dealing with the surplus situation 
that we are all familiar with perhaps could have been avoided, to some extent, 
had there been a greater balance in the setup of the commission. Of course, as 
you know, when all the surplus problems went on, only one of the nine members 
of the commission was representative of the interests of workers and could 
therefore be very easily outvoted on any issue which affected the workers. 
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The last issue I want to deal with--and we did talk about this yesterday 
to some extent, but I think it deserves underscoring--is portability. I talk 
about that on page 10 of our brief. Simply put, I think section 43 of the bill 
does not reflect the operation of a MEPP. The whole clamour about portability 
really arose out of the single-employer plan, where an employee would quit 
working for a particular employer who had a pension plan, would go to work for 
some other employer in some other industry or whatever and could not take with 
him or her the commuted value of pensions. 


For a single-employer plan, section 43 certainly makes a lot of sense, 
but, in my respectful submission, it does not make any sense in connection 
with MEPPs. As Mr. Rivers pointed out, particularly in the labourers' pension 
plan, a beneficiary can work for several employers during one year. That is 
the nature of the construction industry, as you know. The employees go where 
the work is, and more often than not, that means having to work for different 
employers during the course of the year. But, in the main, all those employers 
are contributing to the same MEPP, to a single MEPP. 


If one reads section 43 literally, which one has to, it would mean that 
upon leaving one employer, an employee could knock on the door of the pension 
fund and say, "I want the commuted value of my pension to be transferred to a 
registered retirement savings plan." I do not think that was the intention in 
so far as MEPPS are concerned, because the employee is protected when he 
leaves one employer and goes to work for another employer. His pension is 
protected. The contributions continue to come in, and that employee continues 
to accumulate pension credits. 


In the MEPP situation, the problem is entirely different from a 
Single-employer plan. Therefore, section 43 does not really apply; the glove 
does not fit the MEPP situation. In my respectful submission, I:think the 
MEPPs should be exempted from section 43. , 


I think we have highlighted some of the major legal issues we are 
vitally concerned about. Mr. Rivers has some of the benefit-related issues. 


Mr. Rivers: I hope it might be detected that we come with some 
enthusiasm about the MEPP industry, because it works. One of the reasons MEPPs 
work is that every single one of them has representatives of the employees or 
the beneficiaries of the trust fund managing their affairs. We think that is 
one of the keys to their success. 


We are not here to suggest to you that we should not have legislation. 
In fact, legislation is needed in this area to help make these plans work even 
better, but in order to get the legislation, some special consideration is 
necessary. 


I want to detail a couple of points about the bill that bring out the 
differences of a multi-employer pension plan that need to be dealt with. I 
refer to page 19 of our brief. It deals with eligibility and it refers to 
section 32 of the bill. At the top of page 19, we quote subsection 32(4) of 
the bill, which says that you will be eligible to participate in the pension 


plan after "24 months of employment by one or more of the participating 
employers...." 


In trying to interpret that and then to apply it in practice to our 
clients, we would raise the question for you--and we highlight it in the 
second paragraph--what is 24 months of employment in a MEPP? 
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if you happen to be an employee in a hotel and a member of the hotel and 
restaurant workers' pension fund, you may very well work for 24 consecutive 
months with one hotel. That would not be uncommon. but certainly in the case 
of the labourers’ pension fund of central and eastern Canada, it is highly 
unusual for a member to work for the same employer for 24 months, so what is 
24 months of employment? Is it one hour in each month? Is it employment in 
each of those months? Or can you have every other month of employment and 
every other month of no employment, just because of natural layoff or whatever 
it might be? 


We find it difficult for that language to be applied to a MEPP. What we 
would suggest is that you look at the Employment Pension Plans Act of Alberta. 
Representations similar to this one were made by both Mr. Koskie and myself, 
and we were successful in getting Alberta to adopt special eligibility rules 
for MEPPs. At the bottom of page 19, we make a suggestion that instead of 
using both an employment criterion of months of work or work in a particular 
month, or an earnings criterion relative to the yearly maximum pensionable 
earnings, that you consider basing it on hours, because most MEPPs operate 
under a collective bargaining situation and, therefore, hours become a very 
common denominator, if you will, for keeping track of eligibility. We would 
suggest that something like 350 hours of employment in two consecutive 
calendar years might be the threshold for eligibility. 


Turning over to page 20, this same idea is carried forward on the issue 
of deferred pension--the whole aspect of vesting. The bill has been worded to 
say 24 months of membership. Once in the plan, 24 months of membership may be 
more easily defined than 24 months of employment but, again, we think some 
hours-related criterion for MEPPs would help us to solve the problem and make 
vesting more realistic for those kinds of plans. . . 


At the bottom of page 20, we suggest for MEPPs that not more than 1,400 
hours should be required to be earned in a year towards vesting credit. That 
would just be the maximum. If any plan wanted to say, "We will vest you after 
600 hours," that would be up to the plan, but it could not be more than 1,400 
hours. We think that is a realistic level, as a maximum, for most > 
multi-employer plans. 


Finally on page 21, there should be a maximum of 2,800 hours for full 
vesting credit, not to be achieved in fewer than 24 months from the date of 
plan membership. We have tried to relate it to the bill itself, but bring it 
into language that suits the MEPPs. 


The final issue that I would like to raise starts at the bottom of page 
23 and goes on to page 24, and that is funding, relating to the contributions. 
Section 56 of the bill talks about an employer's contributions, how those 
contributions have to be made and so on. We note that there is no reference to 
a participating employer in a MEPP. We suggest there are some differences. For 
one thing, that section should make reference to participating employers, 
because that is the reference that applies most to a MEPP. 


Multi-employer pension plans have a problem as far as contributions are 
concerned because they are almost all, if not all, subject to collective 
bargaining agreements. Problems can arise in the middle of a two- or 
three-year agreement where contributions may be necessary in order to continue 
the funding at the scheduled level according to the regulation but--due to 
investment losses or any other actuarial losses, employment is down or 
whatever--the contributions may not be sufficient to fund the benefits in the 
scheduled way. There is no immediate rectification to that problem other than 
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reducing benefits, which is not a desirable thing to do, or reopening the 
collective bargaining agreement and getting additional contributions, which 
also has its problems, as you might understand. 


1610 

We would suggest to you that some special recognition to MEPPs be given 
and that if there are funding problems that arise in the middle of a 
collective agreement, the request to meet the new funding requirements be 
deferred until the expiration of the collective agreement, which would give 
the parties to the agreement the opportunity to negotiate the additional 
moneys that are required. 


I mention that again to show you some of the unigue problems this 
industry is facing. We think the bill gives us the opportunity to introduce 
legislation that will greatly assist the operation of these plans. 


Hon. Mr. Kwinter: It is interesting, I have been waiting to address 
the exact point you made at the very end. MEPPs are almost invariably the 
result of collective bargaining; is that correct? 


Mr. Rivers: Correct. 


Hon. Mr. Kwinter: If you have a situation where you do a valuation 
and you find you are underfunded, you are saying there is no provision for 
adjusting that other than to reduce the benefits, unless there is a provision 
made in the new act that allows you not to.do anything until the collective 
bargaining agreement is renegotiated. 


The concern I have is that you say that if there are surpluses, the 
surpluses go to help the plan members in the way of benefits, but if there are 
not any surpluses--and let us say that it just works out even, so there are 
not any deficits but there are not any surpluses--it goes along, and so even 
when you bring in mandatory indexation, it will not affect the MEPPs because 
there is no provision for it. 


If there happens to be a surplus, you are saying they are going to get 
it, but I am using the hypothetical case that there is no surplus. If there is 
no surplus, then they do not get it, and there is no provision for them to get 
it, because there is no way to draw it other than through the collective 
agreement. Is that right? 


Mr. Rivers: You are absolutely correct. 


Mr. Koskie: The problem is that the trustees do not have control 
over the amount of money that is negotiated by the union and the employers 
into the pension fund. They just get the money out of the collective agreement 
and do the best they can with it, as trustees. Unlike the single-employer plan 
where the employer will pay in whatever is necessary to the plan, in a MEPP 
situation the employers pay in a fixed, negotiated contribution rate, and that 
will last for the duration of the collective agreement, one, two or three 
years, as the case may be. 


Mr. Rivers: Peculiar to that, however, is a distinction that maybe 
should be made. It may be understood, but maybe again it is not. 


The contributions are defined. It would be easy to say, given the source 
of the money, they are defined contributions. The majority of MEPPs, however, 
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take those defined contributions and then define the benefits. They do not 
operate as defined contribution money purchase plans. There are some, but 
typically, they do not. 


I think one of the main reasons they do not is that they all started a 
little late and they all want to take advantage of providing past service 
benefits. That is one of the reasons they look to defined benefit programs. 
They are very unique in that aspect, in that you have the one end fixed in the 
contributions and you have the other end fixed in the benefits. As a result, 
actuarial assumptions tend to be more conservative for MEPPs because of these 
unique circumstances. 


Mr. Polsinelli: Thank you, gentlemen, for an interesting 
presentation. I now know that MEPP is not just another four-letter word. It 
seems that we have before us today, an impartial group. Rather than leaning on 
either side of the issue, you gentlemen seem to be coming right up the middle. 
Perhaps you can explain some things that I still fail to understand. How long 
has your pension plan been established? How many years has it been in 
operation? 


Mr. Rivers: It started in 1971. 


Mr. Polsinelli: So it has been in existence for about 16 years. If 
you look back at your track record over the past 16 years, have you been able 
to keep up with inflationary increases and the cost of living? How well have 
you been able to keep up with them, perhaps I should ask? 


Mr. Rivers: The pensioners themselves have, I would not know the 
exact date but I think there have been one, maybe two what I would call ad hoc 
increases, "We will increase by 10 per cent, or whatever." I think that has 
happened once, maybe twice. It has not happened since 1978, for some financial 
reasons related to the plan. The funding of the program has been, I recall it, 
tight. 


I would say, however, that the plan design is generous in that it is a 
final, average design. Someone can work 24 years in the industry at, let us 
say, a contribution rate of 50 cents an hour. If the contribution rate is 
negotiated to 60 cents an hour, and that person works 1,200 hours at 60 cents 
an hour, all of his years will be credited at 60 cents an hour. 


Mr. Polsinelli: Essentially he gets his best years. 
Mr. Rivers: He gets his best years. 
Mr. Polsinelli: His best paying years. 


Mr. Rivers: So to that extent there are increases going on all the 
time. 


Mr. Polsinelli: Your plan is fully funded, I mean, you are not in a 
deficit situation, you can meet your actuarial liabilties? 


Mr. Rivers: The plan is not fully funded. There is an unfunded 
liability. 


Mr. Polsinelli: There is an unfunded liability. Explain one thing to 
me. Assuming that you have assets of, say, $100 million and that $100 million 
in assets puts your plan in a fully funded position so that you can meet your 
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actuarial liabilities, if you have a four per cent return on those assets and 
the cost of living increases four per cent, would that four per cent return on 
those assets be enough for you to increase your pension benefits to your 
existing pensioners at four per cent and remain in a fully funded position? 
That is if your earnings on your assets and your investment is equal-- 


Mr. Rivers: Over and above our assumptions? 


Mr. Polsinelli: This is perhaps something I do not understand. I am 
saying, simply, if you have assets of $100 million and assuming that the plan 
is frozen, no further contributions and the like, if those assets are enough 
for you to meet your actuarial liabilities, if you have a percentage increase 
in those assets, would you be able to translate directly that percentage 
increase to benefits, or is there something that I am not understanding. 


Mr. Rivers: If I understand your extra two qualifications that you 
made, one, that things are frozen, and all you have to do with the interest 
earnings is to provide inflation protection to retirees and you earn four per 
cent on all of the assets, yes, that should be sufficient to make a four per 
cent increase to the retirees. 


Mr. Polsinelli: Without putting yourself in an unfunded position. It 
would be sufficient, then. 


Mr. Rivers: Yes. 


Mr. Polsinelli: What would change, then, if it is an ongoing plan 
and you have additional contributions and future liabilities in the terms of 
people who are not receiving benefits yet, why would that situation be 
different? Why would that require, as some groups have been telling us, 
additional cash input right away, may put them in an unfunded situation? 


Mr. Rivers: You made a couple of qualifications-- 


Mr. Polsinelli: Mr. Rivers, I understand the first one, but I am 
personally trying to understand the process in my simple way of approaching 
it. If you have a four per cent increase in your assets, you should be able to 
translate that four per cent increase towards benefits, but that is not the 
way it is looked upon actuarially. I would like an explanation as to why that 
relationship is not as simple as it is in my mind and perhaps in Mr. 
McClellan's mind. 
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Mr. Rivers: The population of the group changes. People get older. 
As people get older, costs rise. Mortality is a factor. If people are not 
dying as quickly as you expect them to, that is going to drive costs up. 


Particularly in this situation, employment is a very big factor. We 
would make assumptions on projected revenue, based on a certain level of 
employment, on the average within the industry. If we do not meet that 
employment assumption, that means we do not have the revenue we expected and 
therefore there are likely to be some losses we did not anticipate, which have 
to be made up from some other place, i.e., investments. 


Those are some of the factors that do not make the equation, if you 
will, quite as straightforward as you suggest it might be. If it were a frozen 
Situation and there were no new liabilities being created and so on, depending 
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on the size of your retiree population, the likelihood is that interest 
earnings on those assets would be sufficient to meet increases to the retirees. 


Mr. Chairman: Mr. McClellan. 
Mr. McClellan: Mr. Polsinelli actually asked my questions. 


Mr. Chairman: Thank you very much, gentlemen. Are you coming back 
tomorrow too? 


Mr. Rivers: Would you like us to? 


Mr. Chairman: You can drop in and listen to some of the others. We 
have to; so maybe you would like to, too. 


The last witness for today is--it looks like, from reading the first 
paragraph, a great politician--Mr. Stafford from the Faculty Association at 
Lakehead University. 


FACULTY ASSOCIATION AT LAKEHEAD UNIVERSITY 


Mr. Stafford: I will not bother going over the first page--you can 
take a look at it yourself--but yes, we compliment all parties involved and 
point out how important this work is, given the past history of the abuse of 
pensions by employers. If we flip to page 2, we get down to the specific point 
that the faculty association wants to bring to your attention. 


Our concern is that the wording of sections 26 to 31, "Disclosure of 
Information," does not ensure the degree of disclosure which is intended in 
those sections. Our concern comes from our own experience in attempting to 
obtain copies of the prescribed documents from our employer. The following 
paragraphs describe this experience. 


The section in question is section 30, which states: "On written 

request, the administrator of a pension plan shall make available the 

rescribed documents and information in respect of the pension plan for 
inspection without charge." These prescribed documents are listed in Ontario 
regulation 31/87. They include details of the pension plan and its earlier 
versions, all annual information returns filed under subsection 17(4), all 
reports filed with the Pension Commission of Ontario under sections 4, 5 and 
12, and "Correspondence between the commission and the administrator of the 
pension plan....” 


The faculty association took the opportunity provided by this 
regulation. We arranged a meeting and requested in writing an inspection of 
the prescribed documents. Unfortunately, the representative of our 
administrator of the plan was not able to accommodate us. He provided us with 
copies of the annual reports to the pension commision, which just state the 
annual contributions of the employer and the employees. We questioned him 
about any other of the documents and were particularly interested in 
correspondence dealing with surpluses. He told us that such information was 
included in the correspondence between the administrator and the trustee, who 
then corresponded with the Pension Commission of Ontario on behalf of the 


administrator. 


As a conseguence, we were not privy to this information. The only 
information that we were able to obtain were these annual reports, which are 
practically devoid of information, although it is important to note what the 
employer is contributing, I guess. 
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It is our concern that this sort of thing is going to be duplicated 
across Ontario in many cases. It appears that the wording allows the employer 
to say: "We have not actually corresponded with the commission. We have had 
our various representatives correspond with the commission." We do not think 
this is ithe spirit.of- Bill b/Os Infact ,uwe think iit canegeneratesan«awiul” lot 
of problems, acrimony, etc., perhaps litigation, a lot of phone calls and 
correspondence with the pension commission. 


It seems to me that you can change the wording in section 30 and perhaps 
eliminate some of these problems. Why not set up the wording such that the 
employee, the member of the plan, is party to all correspondence and all 


documents associated with the plan? This would include correspondence between 
the administrator and the trustee, the administrator and the actuary, the 
administrator and the fund evaluator--all of these people. 


It seems to us that it is a very reasonable thing that employees should 
know what is happening to their plan, and it is not going to hurt the employer 
to let the employees know about this. This is the limit of our concern, but we 
wanted to share that with you, and we hope you will look into that particular 
situation, based upon our own experience. That is all that I have to say. 


Mr. Chairman: Thank you very much. Are there any questions of Mr. 
Stafford? It is a very quiet bunch today; you must agree. 


Mr. Stafford: I could talk about how our fund has performed and the 
possibility of indexing, if you like. 


Mr. Chairman: Thank you very much. 

Mr. Stafford: You did not want to know that. Thank you. 

Mr. Chairman: I will just tell the members of the committee that the 
4:30 p.m. presentation tomorrow has been moved up to 11:30 in the morning 
because the previous 11:30 presentation was cancelled. 


Mr. McClellan: So they are not making a presentation? 


Mr. Chairman: No, they are not. So with the co-operation of the 
members, we should finish at 4:30 p.m. sharp or earlier tomorrow. 


Mr. McClellan: Are we going to schedule the clause-by-clause or will 
that be done in the future? 


Mr. Chairman: I doubt that we can schedule it, because we have to 
get the House's permission to sit. 


Clerk of the Committee: No. 
Mr. Chairman: No, we do not? 
Clerk of the Committee: No. We are sitting on Thursday. 


Mr. Chairman: Oh, on Thursday. Well, the first Thursday then--which 
is what, the 30th or something of April? We are sitting by our old-- 


Mr. McClellan: The regular sitting day is Thursday? 
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Mr. Chairman: Thursday, yes. In the morning and afternoon, is it? I 
do not know. 


Hon. Mr. Kwinter: I am sure they will work it out and let us know. 


Mr. Chairman: We probably could meet at 10 a.m. on April 30 to 
discuss the two aspects of the committee's work: the review of the School 
Boards and Teachers Collective Negotiations Act and this. We could agree, 
although it would be short notice, that we would sit on one or the other in 
the afternoon. By that time, I think there would be some documentation from 
research to review on both of them. Would it be agreeable if we do the 
organization on April 30 and schedule further from there? 





Mr. McClellan: Just in terms of the times since there is a 
relatively short time next week, it might be helpful, if you had another item 
of business to do on April 30, to do that and then schedule the 
clause-by-clause on April 30. We would not start actual clause-by-clause until 
the following week. 


I assume the ministry will have some amendments to bring forward which I 
am sure we would all like to see. We also have amendments that are in the 
course of preparation, and I know that my Conservative colleagues are waiting 
for the conclusion of the hearings to make some decisions about amendments 
too. Some leeway in time, I think, would be helpful. 


Mr. Chairman: Can we agree then that, from an organizational point 
of view, we would meet on the 30th at our regularly slotted time to further 
schedule these two items. We probably will be receiving some information from 
research at that time, a receipt of information which you will likely want in 
any event. 

Mr. McClellan: Yes, that is good. 


Mr. Chairman: I do not think we have the leeway to do anything 
before the 30th, as I understand it. 


Mr. McClellan: No. It also would be very difficult to pull all the 
material together. 


Mr. Chairman: Thank you, everybody. 


The committee adjourned at 4:30 p.m. 
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STANDING COMMITTEE ON GENERAL GOVERNMENT 
Thursday, April 16, 1987 
The committee met at 10:03 a.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act 


Mr. Chairman: Okav, ladies and gentlemen, let us begin. The minister 
will, no doubt, be along momentarily. The first presentation is from the 
Ontario division of the Canadian Union of Public Employees. We have Karen 
Stotsky, who is a research officer, and Jack MacDonald, who is a 
vice-president of the Ontario division. Would you please proceed? 


CANADIAN UNION OF PUBLIC EMPLOYEES, ONTARIO DIVISON 


Ms. Stotsky: The Onterio division of the Canadian Union of Public 
Employees welcomes this opportunity to present its views on the Pension 
Benefits Act. 


With over 330,000 members, CUPE is the largest trade union in Canada. In 
this province, we have over 130,000 members. Our members work for boards of 
education, municipalities, hospitals, universities, nursing homes, homes for 
the aged, electrical utilities, voluntary social agencies, welfare agencies, 
the Ontario Housing Corp. and the Workers' Compensation Board. 


Our members are covered by a wide variety of pension arrangements. A 
large percentage come under the Ontario municipal employees retirement systen, 
or OMERS. We also have a significant number of members covered under the 
hospitals of Ontario pension plan. A smaller proportion of our members are 
covered by single-employer plans in a number of universities, Ontario Hydro, 
and the Workers’ Compensation Board. 


We also have a small but growing number of members who do not come under 
any of these existing plans and generally have no private pension coverage. 
Usually, these are small employers such as day care centres and nursing homes. 
I would like to point out, however, that even though they are small employers, 
they represent a significant number of people. For example, we have over 4,000 
members who work for for-profit nursing homes and who have no pension coverage 
whatsoever. 


CUPE is pleased that, after decades of study, action is being taken to 
legislate improvements to private pensions. Despite the changes embodied in 
the proposed legislation, however, Bill 170 still suffers from serious 
drawbacks. Lack of inflation protection and the continuation of surplus 
withdrawals are two critical weaknesses. We have concerns as well about 
eligibility for membership, the complexity of the vesting rules, the failure 
to recognize fully the role of unions in pension administration and the 
limitations in portability provisions. 


Before proceeding to a more in-depth examination of these issues, we 
would like to emphasize one point. A great debate on pension reform has raged 
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in this province for the past decade or so. We acknowledge the importance of 
the technical discussion that has taken place. However, it is crucial to 
remember that the fundamental issue at stake in the debate is the economic 
status of Canada's present and future elderly. The ultimate goal of pension 
reform is to guarantee adequate retirement incomes to our senior citizens. 


For that reason, we have been consistently promoting the increase of 
public pension benefits. The flaws that we listed above are some of the 
factors that reinforce our position on these public programs. We believe that 
to ensure adequate retirement income for the present and future elderly, there 
must be a greater role for old age security and the Canada and Quebec pension 
plans. 


Inflation protection is a key issue for our members. In the absence of 
inflation protection, the erosion of purchasing power can impose severé 
financial hardships on pensioners. The refusal to require inflation protection 
for deferred vested benefits and benefits in pay is a major shortcoming in 
BELT ayo. 


Since there has been some controversy about pension indexing in recent 
years, it is worth illustrating its importance. Take, for example, a woman 
worker retiring at age 65 in 1962 with a nonindexed retirement income of $400 
a month. Her life expectancy would be approximately 18 years, and assuming she 
earned approximately the average industrial wage before retirement, her income 
at the time would have been considered adequate. Yet by 1980, 18 years later, 
inflation would have reduced the purchasing power of her pension to only 36 
per cent of its former value. She would be living in poverty and certainly not 
maintaining her pre-retirement standard of living. 


Clearly, inflation protection is not a frill; it is an essential element 
in an adequate retirement income. Even at low rates of inflation, for example, 
three per cent, the value of pensions decline significantly by 25 per cent 
over 10 years. The majority of CUPE members belong to plans that provide ad 
hoc adjustments. There is no guarantee of future increases, nor is there an 
assurance of protection to deferred vested pensions. 


In the absence of mandatory inflation protection, pensioners are being 
relegated to a retirement into poverty. The inclusion of mandatory inflation 
protection is essential for pension plans to meet the retirement 
securitylneeds of plan members responsibly. 


Mr. MacDonald: I would like to carry on with the topic of surplus 
withdrawals. 


My name is Jack MacDonald. As well as being vice-president of the 
Ontario division, I am the president of the union that represents all the 
Hydro workers in the province. Certainly, the last area and this next one are 
the ones that concern us very much. 


In the first three quarters of the fiscal year ending March 31, 1986, 
companies in Ontario withdrew $187 million from surplus pension funds for 
their own use. This practice is totally unacceptable. Workers have given up 
take-home pay in order to provide themselves with pension benefits. Employer 
contributions are directed towards a pension fund that is intended to benefit 
employees. Surpluses that accrue must remain in the plans and be applied 
towards improvements in these benefits. 


In a Canada-wide survey conducted last year, respondents indicated 
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strong support for this position. Fully 92 per cent believed that moneys in 
pension funds belong either to the employees or to both the employer and the 
employee jointly. Only four per cent felt that these funds belonged to the 
employer. Further, the vast majority of respondents said the employer should 
not be allowed to take money out of the pension fund. 
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Recent practice with regard to surplus withdrawal in this province has 
dramatically shaken our members’ confidence and trust that their interests are 
being respected. Not only have the widely publicized surplus withdrawals 
generated deep suspicion with regard to the judicious placement of our 
members' money, but also they have given rise to the fear that interest on 
employees' money is being used to serve the interests of the employer. 


Instead of prohibiting surplus removal, the present bill simply 
establishes the rules under which the employer can withdraw surplus funds. We 
believe there must be an unqualified prohibition of employer removals, in both 
ongoing and terminating plans. Employers should also be prohibited from 
removing the surplus in the form of reduced contributions or contribution 
holidays. For example, the employers’ contributions to the hospitals of 
Ontario pension plan have continued to decline, thus eroding the plan surplus. 


Over a 20-year period, employer contributions to HOOPP have been reduced 
by almost 60 per cent. Most of that reduction has taken place over the last 10 
years. For 1987, the plan actuary recommended a zero contribution level. 
Although this recommendation was not implemented, it substantiates our serious 
concerns. 


The large surpluses which the HOOPP fund has accumulated should be used 
to improve the plan. Unionized members have been arguing for a number of 
improvements, including inflation protection. For example, over the last 
10-year period that employer contributions have been reduced, ad hoc 
adjustments were barely half the rate of inflation. 


In our view, employer contributions should not be aliowed to fall below 
the prior year's rate without the expressed concurrence of the trade unions 
representing the affected employees, and in no event should the employer 
contributions be allowed to fall below employee contributions. 


Ms. Stotsky: I would like to speak about eligibility for membership. 


In our view, the proposal to allow an employee to a join a pension plan 
after two years of service presents too long a waiting period. To improve the 
Situation of plan members who are relatively mobile, not only an earlier 
vesting period but also a shorter waiting period is required. Under current 
proposals, it could take a new employee four years before he or she would be 
entitled to vested benefits of an employer-sponsored plan. That would include 
the two-year waiting period plus the two-year plan membership reguired for 
vesting. 


Many plans provide that employees are eligible for membership on 
completion of the probationary period. Once the employment relationship is 
solidified, plan membership is triggered. We recommend that employees 
automatically be eligible for plan membership following the completion of 
their probationary period or after six months of employment, whichever occurs 


Tirst. 
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We also have concerns with regard to eligibility for part-time workers. 
Many of our part-time workers are specifically excluded from major plans which 
affect CUPE membership. Part-timers are included in OMERS, for example, only 
at the specific request of the employer. 


Bill 170 provides protection for part-time workers only if they earn at 
least 35 per cent of the Canada pension plan's yearly maximum pensionable 
earnings in two consecutive years. We are concerned that this threshold is so 
high that some workers may still be excluded from eligibility. Rough 
calculations of average earnings of our part-time workers reveal that many 
will be just close to the cutoff point. Part-time members earning less than 
our members would likely not qualify, and those earning minimum wage would 
definitely be excluded. We recommend that this eligibility criterion be 
rescinded. In our view, part-time workers should be eligible to participate if 
they so choose. 


We are also concerned about the provision allowing for the establishment 
of separate pension plans for part-time workers if the separate plan provides 
benefits "reasonably equivalent" to those provided under the pension plan 
maintained for full-time workers. It is not clear what constitutes a plan that 
is "reasonably equivalent." Is this a plan with roughly similar benefits, or 
could it include an entirely different type of plan, provided the overall cost 
is similar? It is also not clear how changes from part-time status to 
full-time status or vice versa would be handled in situations where these 
reasonably equivalent plans exist. 


The proposal to reduce vesting requirements is a welcome improvement. 
However, the manner in which the change is being applied will give rise to 
great confusion and inequities among plan members, as well as administrative 
eee for plan sponsors. 


The committee has no doubt been given specific case examples of the 
anomalies to which this provision gives rise. We propose that the new rules 
apply uniformly to all employees as of January 1, 1987; in other words, that 
the new vesting requirements be a uniform two years of plan membership, 
applicable to anyone who is an employee and plan member as of January 1, 1987. 


Mr. MacDonald: I will carry on with the worker representation 
section. 


Despite the fact that workers have always paid for the benefits to which 
they become entitled under private pension plans, both the law and the 
practice have tended to deal with them as if they belonged to the employers. 
We believe, however, that the right of workers to participate in the 
administration and trusteeship of pension plans should be recognized in law. 


In our brief to the royal commission in 1977, CUPE called for mandatory 
co-management of all pension plans, where requested by a majority of plan 
members, based on an egual number of employee and employer representatives on 
the pension board. This recommendation was based on the view of pensions as 
deferred wages, to which the employee has contributed and should have equal 
say. We reiterate this point and strongly recommend that it be incorporated 
into the proposed changes. 


Although the bill provides for the establishment of advisory committees, 
their powers are restricted and they serve only an advisory role. These 
committees fall far short of the options for participation that are in keeping 
with the fact that pension plans are trusts maintained for the benefit of plan 
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members. As such, these committees are not an acceptable alternative to full 
worker representation on pension committees or boards of trustees. 


All plans should be administered by a committee or board of trustees, of 
whom at least half are representatives of the members of the plan. This should 
be available automatically on the request of the union or, where there is no 
union, the majority of the employees. Further, the bill should specify that 
where there is a collective agreement, the union must be the one to select the 
employee representatives. 


Ms. Stotsky: With regard to portability, in our view, the proposed 
legislation only partly addresses the issue of portability for those 
terminating employment. A terminating employee who is entitled to a vested 
pension may elect to take the pension with her or him, rather than leave it as 
a deferred entitlement with his former employer. Under the new rules, an 
employee may elect to transfer the lump sum value of this vested pension to 
the new employer's pension plan, to a locked-in registered retirement savings 
plan or to purchase a lifetime annuity. 


While great detail is given for portability out of a pension plan, 
however, there is no requirement for portability into the plan the employee is 
joining. There is no requirement that a pension plan be reguired to accept 
funds transferred from another plan by an employee who changes employers. 
Clearly, the only way to ensure portability between plans is to require that 
all plans accept transfers in, with credits calculated on the same basis as 
commuted values of transfers out. In the absence of such a requirement, 
portability is almost certain to be portability from pension plans +e 
registered retirement savings plans. 


The failure to provide for full portability, in effect, penalizes 
members simply because they are employed by various employers over a lengthy 
working career. The absence of the full portability required will result in 
mobile employees deriving a fragmented retirement income from their last 
employer prior to retirement and a previous succession of locked-in RRSPs. 


With regard to section 54 of the legislation, we are concerned that this 
section will discourage the provision of survivor benefits on an unactuarially 
reduced basis. Not only will this disrupt existing arrangements, for example, 
OMERS and HOOPP both provide survivor benefits on an unactuarially reduced 
basis, but it may also serve as a disincentive to plans which may use survivor 
benefits as a method of improving pensions for survivors. We recommend, 
therefore, that this section be deleted. 


In conclusion, we commend this government for initiating legislation for 
long overdue pension reform, but find Bill 170 seriously flawed in not 
requiring mandatory inflation protection and in failing to prohibit surplus 
withdrawals. We have noted other areas of concerns as well. 
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We in the labour movement have argued that expansion of the old age 
security and Canada pension plan is the most appropriate way to ensure that 
retired persons have an income that is adequate for a dignified life. We are 
of the opinion that an extended CPP and OAS is the only real mechanism for 
ensuring an adequate income for all of Canada's elderly, both now and in the 
future. However, the reality is that public policy continues to accord an 
important role to employer-based pension plans. Given this fact, governments 
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must compel employers to improve private pension plans so that participating 
employees can be assured that their interests are both respected and protected. 


Thank you for giving us this opportunity to speak. 


Mr. Chairman: Thank you for your presentation. Are there any 
questions? 


Mr. Lane: On page 5, at the second paragraph from the top, you talk 
about prohibiting surplus removal. Is there any way the bill should be amended 
so that under certain circumstances an employer could borrow from the surplus 
to expand business, provide more jobs, etc., if it were apparent the business 
would make more money than it would in its present environment? We are aware 
of many cases where it should not be allowed to happen, but are there any 
cases where it should be allowed to happen and under what circumstances? 


Mr. MacDonald: I am not sure I understand, but as far as I am 
concerned, that would not constitute a surplus withdrawal. That is a form of 
investment and a use of public sector pension funds. In my opinion, that is 
guite a different thing from the removal of surpluses because that is a 
possibility even when there are no surpluses in a fund. It would be up to the 
board of trustees and so on to make that sort of investment. If the return on 
that investment was on a par with other investments, I see nothing wrong with 
that, as long as there is a guarantee of that investment. 


Mr. Lane: That helps me a bit. I can think of situations where the 
employer could take the funds if there is a large surplus--there seems to be a 
fairly large surplus in some cases--and invest it to the advantage of the 
employees, providing of course that it was a loan and Bor a withdrawal 
service, so to speak. 


Mr. MacDonald: Of course, there is quite a different set of rules as 
far as the investment of the funds is concerned. 


Mr. Lane: Moving on to page 7, the second paragraph from the bottom 
talks about part-time members being able to qualify. I certainly agree with 
that; I just wonder about the qualifications. Under what circumstances, after 
how many hours or in what sitvation would you recommend that they would be 
able to qualify? 


Ms. Stotsky: I know that a number of different formulas have been 
suggested, both dollar formulas and hour formulas. What we were trying to get 
at is that there should not be any eligibility criteria put in the act that 
would constitute some sort of discriminatory aspect because of which part-time 
employees would not be able to participate. 


For example, I remember that when I was talking to a plan sponsor in New 
Brunswick, I was saying something about the number of hours in the plan, how 
it prohibited the number of part-timers and how the plan should maybe convert 
to hours as an eligibility criterion. She said: "It does not make any 
difference. No matter what kind of criteria you use you will always be cutting 
some people off." If the point is that you want to have a maximum amount of 
coverage and enough people eligible to participate in a plan, particularly one 


for part-timers, then I think they should be allowed to opt in if they so 
choose. 


Mr. Lane: On page 13, and we can wind up there, you say, "Given this 
fact, governments must compel employers to improve private pension plans...." 
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We have been hearing that if the government compels employers +o do something, 
then a lot of them will probably opt out of the plans they have or will not 


establish any plans. Is there any sort of soft way to approach that? "Compel" 
is rather a strong word. 


Ms. Stotsky: Our opinion on that would be that when new changes are 
introduced, there is always a reaction. It seems to me that when the idea of 
severance pay was first introduced, employers were also saying, "We cannot 
have severance pay because that would cost too much and we would end up going 
broke." We feel very strongly that if we are really after a pension system 
that is going to guarantee retired people a dignified and decent life of 
retirement with an adequate income, then to be effective these plans have to 
have some substantial changes to provide that guarantee. 





Mr. McClellan: Thank you, Mr. MacDonald and Ms. Stotsky for a very 
fine brief. 


We have raised in the House a number of times the issue of the Ontario 
Hydro workers’ pension plan situation. Could you review briefly where we are 
at? I understand that there is a very large surplus. 


Urs. MacDonala: Ivwiliv ber glad. to try. First, sieniehtequalify itaby 
saying that Local 1000, representing approximately 17,000 people who work for 
Hydro, has the right to negotiate pensions enshrined in its collective 
' agreement. That is somewhat different from some of the other public sector 
unions. They do not have the right to negotiate. Clearly, we have the right to 
negotiate even though we are not part of the administration of the plan nor 
are we on the board of trustees. That troubles me somewhat. 


What has developed over the years as we have negotiated changes--I think 
we have effectively negotiated a number of changes in-our plan--is that the 
surplus has begun to grow. For the first time, last July Ontario Hydro took 
the position that it had sole ownership of that surplus and it reduced its 
contributions to zero. That was the first time that its contributions ever 
went below the level of contributions by the employees. They went down to zero 
and they developed a five-year financial plan that troubles us very much. 


At the time there was $244 million in the plan. The latest actuarial 
report put it at $399 million. If you want to look at the new accounting 
practice, it is somewhere near $1 billion. Nevertheless, under the actuarial 
report that came out for the year 1985, it pegged the surplus at $399 million. 


Based on the 1984 report, the financial plan of ‘Ontario Hydro was to use 
that $240 million by eliminating its contributions over the next five years. 
That effectively would give them a free ride for five years. They would be 
using the surplus and at the end of five years the surplus would disappear. 


Mr. McClellan: The pension moratorium does not apply to the kind of 
scam, if I can use that word, that Hydro is involved in. 


Mr. MacDonald: Had they wanted to do it above-board according to the 
Pension Benefits Act, I think they would have had to apply to the Pension 
Commission of Ontario for removal of funds. The $240 million did not qualify 
them because under the 25 per cent rule, they would have to exceed a $750 
million surplus to be eligible under that rule. 


Mr. McClellan: So they have come up with a way of taking $240 
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million out of the surplus account by coming up with a five-year service 
funding holiday. 


Mr. MacDonald: A five-year plan. What is most alarming is that in 
the past year the surplus grew from $240 million to $399 million. That is 
another $150 million. 


I might say that just the year before, they attempted to do precisely 
the thing with our pension plan that is covered by the same insurance plan. 
They were going to remove $40 million and put it into the long-term disability 
plan. We went to court over that issue and finally Hydro backed off. They 
agreed that there was assured ownership of that $40 million and we are going 
to be on a premium holiday for life insurance until at least 1992 to use up 
that money. They locked it in. 


When Hydro developed its five-year financial plan in the pension plan 
this last year and notified us, we immediately filed action because we believe 
it was not in compliance with the Power Corporation Act that indicates its 
contribution should be based on the current cost of the liabilities, which the 
actuary had struck at eight per cent as a result of the 1984 report. 


As you know, that went to the Divisional Court and we lost a split 
decision. If you read the report, Judge Reid, who was very heavily involved in 
the Dominion case, sided with us and said he did not see any difference in 
what Hydro was doing in removing a surplus. However, the other two judges 
ruled against us and said there was nothing in the legislation to prevent 
Hydro from doing it, that it may be morally wrong, but there is nothing in the 
legislaton to prevent it from doing what it did. ; 


We were so alarmed that we have now appealed that decision to the Court 
of Appeal. As you know, the courts move rather slowly and we anticipate that 
it will take upwards to a year for us to get that before the Court of Appeal. 
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At the same time this year, based on an understanding that the court 
decision would not be affected, we did settle a three-year agreement with 
Ontario Hydro that had as a component of that agreement three or four pension 
improvements built into it. We did not address the question of legal ownership 
of the surplus because we felt that was properly before the courts. 


As an example, we negotiated a 60 per cent spouse's pension. We 
negotiated a guaranteed ad hoc cost-of-living increase over the term of this 
contract for the next three years of 60 per cent of the cost-of-living 
increase, as well as negotiating some changes to try to make the pension plan 
somewhat more equitable for the union members versus the management members 
who are part of the same fund. 


The major part of that settlement was that Ontario Hydro agreed to sit 
down with us during the next three years to attempt to negotiate an ongoing 
indexing scheme to cover all the pension plan members, and we are going to be 
doing that. The difficulty with starting that process as long as these 
hearings are going on is that because Ontario Hydro is a crown corporation, we 
know it is doomed to fail until the legislation comes out and addresses the 
situation making that a real possibility. 


But we recognize that we do have the right to negotiate those 
improvements--we do not believe the legislation is going to give us a 
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gift--and we fully intend to negotiate those improvements at the time. Right 
now, some of the comments in the newspaper, even by the minister, are going to 
make it most difficult when we are dealing with a crown agency at the 
bargaining table. We have been through these hardships before and we will 
carry on. Unfortunately, we have to negotiate the improvement for all the 
management people at the same time, but I guess somebody has to represent then. 


Mr. McClellan: We will certainly be pursuing the raid on your 
pension surplus account. The minister locked the front door and Hydro has gone 
in and robbed it through the back door which the minister has left wide open. 
I think it is just outrageous and I do not understand how government policy 
can accommodate this kind of thing, but I guess we will have to pursue that 
when the House comes back. 


Mr. Lupusella: I have a simple question. On page 1 you state that 
you have 130,000 members. On the surplus issue on page 4, you also state that 
companies, as of March 31, 1986, were able to withdraw $187 million from 
surplus pension funds. Are you talking about all the companies in Ontario? 


Ms. Stotsky: Yes. 
Mr. Lupusella: Including your own members? 
Ms. Stotksy: Yes. 


Mr. Lupusella: Do you have a specific figure of how much money or 
how many millions of dollars were withdrawn from surplus pension funds 
affecting your own members? Do you have this specific figure? 


Mr. MacDonald: I can try to comment on that. You have to accept that 
the people we represent are covered by public sector pension plans and there 
has not necessarily been any direct removal from those specific plans. There 
have been premium holidays and all those concerns that we have. As an example, 
Ontario Hydro in the year 1987 is using $70 million out of the surplus to 
defray its contributions. None of those, premium holidays or reduced 
contributions, is included in that $187 million. So really, those are plans 
outside the public sectors, such as the Ontario municipal employees retirement 
system, the hospitals of Ontario pension plan and the Ontario Hydro plan. 


Ms. Stotsky: Further to that point, I would like to comment that 

even though most of the members of our union are not affected by the direct, 
front-door surplus withdrawal situation, my experience is that it has really 
shaken our members' confidence in their pension plans. In my work, I 
frequently go to different locals’ work places to make presentations to them 
about their pension plans, to explain to them what their benefits are and to 
talk to them about bargaining improvements. Inevitably, the first question I 
always get after the presentation is, "Has there been a surplus removal from 
cur plan?" 


They read this in the paper and they have grave concerns about where 
their money is going. They feel they are being ripped off. 


Mr. Lupusella: If I may pursue this further, considering that you 
are representing the workers and would like to get into specifics about the 
surplus funds, of money affecting your own members, are you able or can you 
get this information on their behalf, or there is no way to get such figures? 
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Ms. Stotsky: Do you mean surplus removals through contribution 
holidays? 


Mr. Lupusella: Yes. 


Ms. Stotsky: We would probably be able to get those figures, 
although I could not say for certain. 


Mr. Chairman: Thank you for your presentation. 
Ms. Stotksy: Thank you for the opportunity. 


Mr. Chairman: The next presentation is from the Canadian 
Manufacturers’ Association. We have Bob Sass, CMA financial policy committee; 
Dennis Shemeluck, chairman, CMA financial policy committee; Eric Owen, 
manager, taxation and financial policy; and Mr. Denholm, vice-president, 
Ontario Division, CMA. 


CANADIAN MANUFACTURERS’ ASSOCIATION 


Mr. Shemeluck: The CMA is the spokesman for manufacturers of every 
size and kind across Canada. About 75 per cent of all goods in Canada are 
produced by CMA member companies. 


Like the three levels of government, the CMA is structured nationally, 
provincially and regionally. The association's seven divisions and 28 local 
branches may deal finally with matters that lie purely within their respective 
jurisdictions, and the elected representatives participate fully in national 
-CMA policy-making, provided the decisions are in'conformity with oc 
established by CMA's board of directors. 


CMA policies and views are the product of committees made up of 
acknowledged leaders and experts from member companies and staff. 


Pension reform contained in Bill 170 basically implements a package of 
reforms for pensions based on the federal-provincial majority consensus 
developed over the past several years. While there is substantial agreement on 
most matters in Bill 170, it does not contain the one issue that is of major 
importance. This is the issue of mandatory inflation protection for private 
pensions. 


While the minister has established a three-person task force to look at 
the most appropriate formula and phase-in procedure for inflation protection, 
certain members of the Legislature have indicated their intention to address 
this issue before the report of the working group is tabled. We therefore feel 
it is approrpriate to address this issue also today. 


Pension reform undoubtedly will result in increased costs to employers 
who currently have pension plans. Although pension reform is important, our 
concern with costs focuses on the entire employment cost package, which 
includes wages and salaries, other employee benefits and government programs 
such as the Canada pension plan, Quebec pension plan, unemployment insurance 
and workers' compensation. 


While wages, salaries and benefits are subject to market force 
bargaining, our analysis shows the consumer price index has increased by 36.8 
per cent from 1981 to 1987 while comparable increases in the three government 
programs have increased 141.7 per cent. The cumulative effect of these 
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government-mandated programs is already of great concern to the business 
community. If employers are forced, among other things, to introduce mandatory 
inflation indexing for private pension plans, their ability to compete in the 
global village will not only be seriously eroded but will also, in many 
instances, have disastrous consequences. 


The ownership of pension surpluses is a very subjective issue and CMA's 
Ontario division urges the government to balance the arguments carefully in 
order to arrive at a system that will be fair to all and have the most 
beneficial social effect. 


Underlying much of the current debate is the basic guestion of whether a 
pension entitlement in a defined benefit plan is simply a deferred wage or 
salary. The theory behind the claim is that the pension funds belong to 
employees by virtue of the deferred wage concept. 
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While a pension entitlement is linked to employment, is the deferred 
wage assertion really valid? There is no doubt that pension entitlements 
represent & valuable part of the employment package of wages and benefits. 
However, it is wrong to assume that any employment cost or element of 
compensation is automatically a wage, deferred or otherwise. In our opinion, a 


defined pension benefit focuses on income replacement rather than on capital 
accumulation. 


Another major question is the distribution of risks and rewards in a 
pension plan. Benefits from pension plans generally reflect the compensation 
structure on which the plan is based. However, because of the time factor, 
i.e. pension service, there is a signficant uncertainty involved in any 
relationship between contributions and benefits. 


Employers negotiate with or voluntarily make a commitment to their 
employees concerning the amount in terms of the benefits under defined benefit 
pension plans. Employees have the security of knowing that the agreed, stated 
benefit will be provided and are freed of responsibility for ensuring how it 
will be furnished. 


Besides contributing to the fund, it is also the employers' 
responsibility to invest appropriately any contribution made by employees. 
Should this risk-taking result in poor investment performance, it is still the 
employers’ responsibility to top up pension plan funds. In many past years, 
employers have absorbed such risks by making larger-than-expected 
contributions to pension plan funds. For example, in the early to mid-1970s, 
many pension plans had large deficits due to low interest rates and a high 
rate of inflation. Because employers discharged their obligations through 
larger contributions, the employee's pension benefits remained secure in all 


circumstances. 


I might add, that is precisely the position our companies have in the 
private sector. 


In recent years, owing to unexpectedly high real rates of interest, the 
investment performance of pension plans has far outstripped their actuarial 
liability. This has resulted in large surpluses, which are now being claimed 
by both sponsors and members of pension plans. 


It is our belief concerning defined benefit plans that the surplus 
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should be for the employer's benefit, since he assumes the risk of providing 
the promised pension. In defined contribution plans, the employee has the 
right to the surplus, since he bears the risk. 


Sections 79 and 80 of Bill 170 address the issue of surpluses, 
especially with the provision of a legal definition of a minimum surplus. 


We agree that an appropriate safety margin for assets over liabilities 
should be established and should be immune from access by either of the 
interested parties. This would also provide a cushion to the plan in the event 
of the sponsoring company going bankrupt. 


The regulations should set out a consistent basis for valuing both 
assets and liabilities for this purpose, and withdrawals of surplus would only 
be applicable to the extent that it is above this safety margin. 


We believe withdrawals are necessary to ensure funding policies balance 
necessary rewards. This would not disadvantage either the employee or the 
corporation. 


To turn now to the indexation, the Ontario division of the Canadian 
Manufacturers’ Association has a deep concern about the plans of the 
government to include manadatory indexing in the provincial pension 
legislation. 


The federal-provisional pension consensus, developed over several years, 
was supported by the business community on the understanding that mandatory 
pension indexing was dropped. 


_CMA members share the universal concern that’ a period of high inflation 
could cause erosion over time of the purchasing power of fixed retirement 
incomes. We must point out, however, that responsible employers recognize 
their obligations to protect pensions as much as possible. Many of our members 
have done this through periodic and, in some cases, regular increases, either 
by management decision alone or as part of negotiations with a trade union. 
This voluntary approach permits employers to direct their efforts to 
pensioners’ needs, while reflecting their ability to absorb added costs. 


Again, our company supplied voluntary increases to all pensioners 
through years of high inflation by increasing the pensions accordingly, 
strictly on a voluntary basis. 


Previous studies have shown that mandatory indexing has a very 
Significant cost impact on all companies with pensions, and CMA rejects 
open-ended and unlimited adjustments of pensions to reflect fully the increase 
in the consumer price index as financially irresponsible and in itself 
inflationary. 


Such a unilateral move by Ontario would be a strong disincentive for 
companies currently without pension plans to establish new programs. Indeed, 
some companies could be encouraged to wind up their pension plans. For those 
companies which change their plans, we suggest they would revert from defined 
benefit pension coverage to provide defined contribution benefits, which, 
while less costly, would most adversely affect those employees now closest to 
retirement. Indexing would also broaden the gap between employees with and 
those without plans and benefit, almost exclusively, retirees from companies 
which already have the best programs. 
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Further, mandatory indexing would intrude into collective bargaining. 
Benefits, similar to compensation, must be negotiated between corporations and 
the employees' elected representative. Any attempt by corporations to adjust 
benefits to offset mandatory indexing to maintain a competitive cost position 
in the world markets, could increase the incidence of labour disruptions and 
perhaps cause strikes at a time when industrial competitiveness is paramount. 
This need to compete could cost jobs in Ontario as this province's 
manufacturers face serious offshore competition, most of it from jurisdictions 
which do not have costly legislated social benefits. 


An analysis of government benefit costs has been provided as an 
addendum. This shows that whereas the consumer price index has increased by 
36.8 per cent from 1981 to 1987, legislated government costs have, during the 
same period, increased by 141.7 per cent. Based on certain announced changes 
and using a conservative four per cent increase in the consumer price index, 
extrapolation of these legislated benefits shows increases up 216.1 per cent 
by the year 1991, whereas the CPI will have only increased 60.1 per cent in 
the same period. 


It is difficult to project what average pension costs will be 
experienced by manufacturers under mandatory indexing to add to the above cost 
projections, as no average plan can be devised for which costs can be 
assessed. They will undoubtedly be significant, as actuarial costs are 
estimated at one to four per cent of payroll annually. Each individual plan 
will have a different cost impact for inflation indexing, as was exemplified 
earlier to this committee by General Motors, perhaps the largest private 
employer in the province. 


We therefore suggest the real. job of this committee should -be to 
implement the pension reform consensus now and not focus on issues such as 
mandatory indexing. At the very least, the task force recently created by the 
Minister to study indexation should be allowed to complete its mandate and 
table its report. 


Pension plans are a voluntary, or sometimes negotiated, undertaking in 
Canada and the government must not make pension regulations so burdensome as 
to defeat the central objective of expanded and, more important, quality 
coverage. 


Mr. Chairman: Do any of the members of the Canadian Manufacturers’ 
Association wish to expand on that, or are you ready for questions? 


Mr. Owen: We have made comments about the consensus and, in large 
part, a number of the positions adopted in the consensus we do agree with. It 
may save time of the committee if, perhaps, I was to enumerate some of the 
positions that CMA has looked at. 


On improved disclosure: the plan members should have the right to 
reasonable and regular access to information, respecting their benefits and 
obligations under the act. We are concerned on that only from the point of 
view of what, specifically, could be required under the act to provide this 
actual disclosure to members. However, we do agree that is necessary and is 
and has been lacking in a great number of instances over the past years. 


Regarding full-time employees: we agree with this, but we do have a 
slight concern--eligibility to join an employer's pension plan after two years 
of service, regardless of age. We agree, but we have to make observations 
concerning the age of the pension participants. It may well be that the 
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pension participants themselves, looking at their lifestyle factor--for 
example, young people--may be of the opinion that it may be more prudent, 
especially concerning the ownership of housing, to have their moneys go into 
something of that nature rather than be mandated into a pension plan. We do 
believe that it should be, again, within the framework of the plan itself, 
what actually determines the actual involvement of the employee within the 
plan. 


This, again, applies on part-time employees: we agree part-time 
employees should be eligible to join an employer's pension plan, but we again 
believe this should be voluntary. We look at the fact that, in a large number 
of instances, a part-time employee is not the prime wage-earner and, as such, 
again it may be additional moneys they are trying to accumulate to, shall we 
say, keep up with lifestyle from the point of view of what they want. 


Also on part-time employee: we have difficulty in looking at the number 
of dollars rather than the hours worked. We believe the number of hours may be 
more practical, because in certain instances, even if a part-time employee was 
to work quite a great number of hours, he still may not be able to maintain 
the dollar amount that is earned on that. We also feel that should be looked 
at again. 
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We do agree that a separate but comparable plan should be established 
for part-time employees, because this adds costs to the employer from the 
point of view that if he has to keep going into a plan and getting actuarial 
determinations of available moneys, it will cost great amounts, which could be 
better used. 


On the vesting period, we again caution that this could have significant 
costs, but we agree with the vesting provisions. 


On the employers having to fund at least 50 per cent of pensions, we 
agree with that as well. 


We have some concerns about early retirement from the point of view of a 
plan member who is within 10 years of normal retirement taking his pension. We 
believe this should not be "may" be actuarially reduced, but "should" be 
actuarially reduced, because if it is a case that it may be actuarially 
reduced, it certainly could cause problems down the road. As Mr. Shemeluck has 
indicated, all this costs dollars and cents right along the line. There is 
only a certain amount of money that any employer can allocate to perguisites, 
fringe benefits or whatever, so this is the position that we would urge. 


We agree with portability on this. Again, we have certain reservations 
from the point of view of whether portability is involved with the taking 
forward of any benefits that could come from future legislation that could 
roll over into another pension fund which has not incurred the liabilities in 
the first place. 


On the position where a pensioner entitled to a deferred pension dies in 
service--that is the term, I believe--before the start of the pension is in 
place, we have reservations. Indeed, we may even be opposed to this in that we 
believe the age of the recipient is of prime importance here. It may well be 
that the family that is left after the death is in need of support. However, 
there are plans within corporations on life insurance, spousal dependency and 
this type of thing. Again, we suggest that the plan itself should voluntarily 
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On pension plans not being permitted to discriminate on the basis of sex 
of a plan member with respect to benefits or employee contributions, again, we 
have reservations, not sexist reservations, but actuarially determined 
reservations; i.e., the life expectancy of females is, according to the 
tables, longer than for males. As such, I think to say that the benefits 
should be the same is going the other way and is disadvantaging the males. 


On interest of prescribed rates, we certainly agree with this. 
Those are the positions I would like to state at this time. 


Mr. Chairman: Thank you very much. Does that then conclude your 
presentation, except for questions? 


Mr. Owen: Yes. 

Mr. Chairman: Mr. McClellan. 

Mr. McClellan: I did not even put my hand up. 
Mr. Chairman: You had it up before. 


Mr. McClellan: Yes. I do have one question of the Canadian 
Manufacturers’ Association. 


I am curious to know your understanding of the role of the Friedland 
task force. Are you expecting the Friedland task force to study the 
feasibility of mandatory inflation and report back as to whether or not it is 
feasible and economically viable? 


Mr. Sass: From what I can gather, that is our understanding. 


Mr. Owen: Yes, it is. This is something we hope the Friedland task 
force will be given an opportunity to do. 


Mr. Chairman: Are there any other questions of the CMA? 


Mr. Lupusella: I have a question about page 4 of your brief. On page 
4 of your presentation you talked about the percentage increase of 36.8 per 
cent from 1981 to 1987. Then you mentioned 141.7 per cent increase in the same 
period based on government costs, which I do not understand. You give me a 
definition of the government cost affecting this increase. 


Mr. Owen: In the addendum, Mr. Lupusella, we have identified 
government costs as being specific; the Canada pension plan, unemployment 
insurance contributions and workers’ compensation. We did initially look at 
the Ontario health insurance plan and decided to take OHIP out because not 
everybody is advantaged by having an employer pay either the whole or part of 
the OHIP premium. So we have excluded those, and we have remained solely 
within the framework of the Canada pension plan, the UIC and workers' 
compensation. 


Mr. Sass: The other thing that this takes into account is the 
hypothetical employee at the average industrial wage. It not only includes the 
rate increases in these various taxes but also the coverage increases. When a 
coverage for Canada pension or unemployment insurance is increased therefore 
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Mr. Lupusella: Thank you very much. Now I understand the 
relationship between the cost which is included in the addendum to your brief. 
I understand that in the last part of the same paragraph you talk about 216.1 
per cent increase for the year 1981 based on the legislative changes included 
ID Si 70s j 


Mr. Owen: No, sir, we have not included Bill 170 at all in this 
because we find it is difficult to do. Each pension plan has to be reviewed in 
its own right. I do not believe any pension plan can be said to be an average 
pension plan. I do not believe there is such a thing as an average pension 
plan. Each is subject to negotiation. The only thing we have included here is 
the assumptions on the Canada pension plan of which we are aware that the 
federal government has come out and indicated what the maximum increases will 
be and the employer contribution rates. 


The unemployment insurance, of course, is difficult to do because we 
have to wait for budgets to find out what the actual increase in the UIC will 
be in each budget that the federal government do, to table. However, we have 
based the maximum insurable earnings for the UIC solely on a rate equal to the 
consumer price index, which we have assumed to be the annual price change of 
four per cent. We have been very conservative on this. Had we gone further and 
said that we are expecting a period of inflation, we could have gone to five, 
six, seven, maybe even greater. This would have, in our opinion, skewed these 
figures and it would not have left the credibility that we believe these 
figures should be given. 


Mr. Lupusella: Thank you very much. 


Mr. Shemeluck: I think page 7 of our addendum very graphically 
illustrates what they are suggesting. Page 7 essentially provides a 
measurement of the government mandated benefits historically, and what we are 
incurring at this time from 1981 to 1987 for those that manufacturers and most 
other employers in Ontario have to pay compared to the CPI. 


Looking at CPP, UI and, of course, workers’ compensation, looking at a 
graphic illustration on page 7, showing on a scale of 320 to see where each of 
these different programs go. Next we will be looking at our relationship of a 
216 to a 36 per cent. 


If you go to page 8, you then take a comparison, where you look at the 
average manufacturing wage in Ontario, which has exceeded the consumer price 
index over the seven-year time frame from 1981 through to 1987, but 
unfortunately, the mandated government programs and the benefit aspects have 
Significantly exceeded either. 
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Mr. Owen: If I could also make one comment on the workers' 
compensation projections here, we have stayed solely within costs that 
manufacturers are absorbing at this moment and the projection of costs that we 
anticipate. We have not included the unfunded liability in these projections 
at all. I think we all understand that this could be anywhere from $4 brlivon 
to $6 billion. Where is that money coming from? Again, we wanted to lend 
credibility to the projections to show that without these skews going, and 
people saying, "You are skewing them on purpose," these will be additional 
costs that somebody will have to shoulder eventually. 
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Mr. Chairman: I believe those are all the questions. Thank you for 
your presentation. 


Next, we have Kenneth G. Brown Associates; Mr. Gorham and Mr. Gow. 
KENNETH G. BROWN ASSOCIATES 


Mr. Gorham: I am Peter Gorham, and David Gow is the senior 
associate. We are a firm of employee benefit consultants. We would like to 
thank you for the opportunity to present our comments. What we would like to 
do first is to identify a few areas where we have concerns with the details of 
the act and then to take a general look at what the future holds for pensions. 


First, with unisex and the 50 per cent employer contribution, we will 
avoid continuing to prolong debate about whether unisex is necessary, but in 
this case, the unisex requirement under the act affects mainly money purchase 
plans. The requirement as far as those plans are concerned is that the amount 
of pension paid monthly must be the same without regard to sex. This may be 
accomplished by either the purchase of a unisex annuity or the purchase of a 
sex-distinct annuity, but the funds used as a single premium to purchase it 
are altered so that the benefits are the same, regardless of sex. 


We have made a survey of insurance companies offering annuities, and 
with very few exceptions, unisex annuities are just not available. The market 
may come around with time, but only if a way to protect the insurance 
companies from anti-selection can be devised. Even the Pension Commission of 
Ontario does not seem to be as interested in unisex annuities as it might. We 
have been waiting for more than a year now to hear if an annuity we have 
designed is acceptable to it. 


The most likely method to be used to provide these sex-indistinct 
benefits will be for each plan to apply a combination of male and female 
annuity rates, as quoted by an insurer with the best price. Having determined 
the amount of monthly benefit, which would be sex-indistinct, a sex-distinct 
annuity is then purchased. 


For a pension plan where the employer contributes an amount equal to the 
employee, which is the most common kind of money purchase plans, this means 
that the actual single premium for women will be more than twice the employee 
contribution. For men, it will be less than twice the employee contribution. 
Therefore, every time we purchase a male annuity, we violate the 50 per cent 
employer contribution. We feel the act ought to be amended to make it clear 
that this 50 per cent employer contribution does not apply in this situation. 


Any pension benefit earned for service prior to 1987 must be at least 
egual in value to the employee contributions plus interest. The benefit to be 
used in this computation is based on the plan formula as of December 31, 1986. 
Any future amendments cannot be taken into account. 


This could have a major impact on career average and flat benefit plans. 
Under these plans, it is common for employee contributions at younger ages to 
be greater than the value of the pension earned. These excess contributions 
gradually are used up in later years as the earnings base is updated and as 
the value of pension earned begins to exceed the employee contributions. 


We understand that the Pension Commission of Ontario's interpretation is 


that the benefit, as of the end of 1986, must be increased, if necessary, to 
make it have a value at least egual to the accumulated employee contributions. 
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This augmentation may not be used as an offset to any future amendment, even 
if that amendment increases benefits for pre-1987 service. 


Most career average plans are implemented by smaller employers who want 
some cost control but appreciate the value of defined benefit arrangements 
over money purchase plans. The intention is to periodically update the 
earnings base and thereby mimic a final earnings plan without writing a blank 
cheque to be cashed in the future. 


When this provision is applied to a final earnings plan, salary 
increases after December 31, 1986, are taken into account, thereby increasing 
the accrued benefit, but any earnings base increase for career average plans 
is to be ignored. We believe this is inequitable. It also hits the smaller 
business while generally sparing the larger company. This inequity is also at 
odds with the proposed federal income tax reform, whereby career average plans 
and final earnings plans are treated similarly, on the basis that career plans 
will be periodically updated. Similar arguments can be advanced for flat 
benefit plans. 


We believe the act should be amended to permit these post-1986 
amendments affecting pre-1987 benefits to be available in satisfying this 
particular requirement. 


Discrimination on the basis of marital status: Where a pension plan 
provides a joint and survivor annuity as the normal form of pension, the act 
reguires that if there is no spouse, the benefit must be actuarially adjusted, 
which in most cases you can assume means it will be increased. The result is 
that the value of the pension to a married employee is the same as the value 
to a single employee. The amount of monthly pension will be different. 


This is a complete about-face from the method required by the act for 
eliminating sex discrimination, where it is the value of benefit that may 
differ but the amount of benefit that must be the same. If you want to require 
that equality means equal benefits but not equal value in one case, then 
consistency requires that the same definition be applied in other situations. 


That is not all. There is another problem with this equal value approach 
to the joint and survivor benefits, and we think it is one that possibly the 
pension commission overlooked in drafting the act. Almost all plans with joint 
and survivor benefits look at marital status on the date of retirement. If the 
member is single, then a single life annuity is given; otherwise, a joint and 
survivor annuity, based on the life of the member and the life of the spouse, 
is given. 


There are some plans where the spouse is defined as of the date of 
death. One plan with this provision of which we are aware is the Presbyterian 
Church in Canada. We also consult on two other plans which have a similar 


provision. Just to make it clear, we are not consultants to the Presbyterian 
Church in Canada. 


Under these types of plans, a member who is single at retirement could 
later marry, and upon death, the spouse would gualify for a benefit. Further, 
a married member could retire and subsequently remarry. Under the usual type 
of joint and survivor benefit, the second spouse would not be entitled to any 
survivor pension. Under the church plan, the spouse would get a benefit. 


It is impossible under these types of plans to determine the value of 
the benefit to a member at retirement. The value is effectively not fully 
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determined until the member dies. There could be great difficulties if this 


provision were to remain as it is and be forced upon the Presbyterian Church 
and other plans. 


We believe that the definition of "spouse as at the date of death" 
provides a greater social benefit than the regular definition. For these two 
reasons, we recommend that this equal value provision of the act be removed. 
At your leisure you may care to take a look at the last page of our 
submission, where there is an example of this at work. We will not go through 
it right now. 
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Guarantee fund assessment: We are concerned about a proposal in the 
draft regulations under the act that sets the guarantee fund assessment to be 
$1 per member plus 0.2 per cent of the solvency deficiency, and the solvency 
deficiency is defined in the regulations. This means a plan with assets of $15 
million and a solvency liability of $7 million, which is not an unrealistic 
scenario, will be required to contribute to the guarantee fund. This strikes 
us as ridiculous, since such a plan is unlikely ever to need the guarantee 
fund. 


I would like now to take a brief look at the future of pensions and to 
make a few general comments. There is a great deal of pressure, both real and 
perceived, on defined benefit plan sponsors to switch to money purchase plans. 
Some of it has to do with the added administrative work that will be required 
as a result of this act and the regulations. Some of it is the result of the 
added costs of the new provisions. Much of it is as a result of the 
uncertainty over surplus ownership and the possibly large cost impact of 
indexing. ; . 


Money purchase plans are the in thing at present. The company has a 
fixed cost with no unpleasant future surprises. There will be very little 
surplus ever developed, and employees will get all the benefit of good 
investment experience. Over the past five years, the median pension fund, as 
measured by SHI Financial Services, earned a real rate of return after 
inflation of 11.8 per cent per year. 


It seems that every company in the pension market has a hot new product 
for money purchase plans. We have yet to find a company that is offering a 
great new product for defined benefit plans. These companies are exerting a 
lot of pressure on plan sponsors to switch to the new product. There are 
certainly many employers best served by a money purchase plan, but money 
purchase plans do have their drawbacks. 


The money purchase plan provides the members with an identifiable pool 
of funds for retirement. The actual amount of benefit is unknown until 
retirement. All investment earnings go to the employee. During the 1980s this 
was the best type of plan to which an employee could belong, but this was not 
always the case. Any member of a money purchase plan who retired in the 
mid-1970s really took a beating. During the 1960s the pension fund probably 
was earring just over two per cent real rate of return. Unfortunately, if you 
call it unfortunate, earnings were increasing at about three per cent over 


mit iation’. 


Things seemed to turn around in 1971 and 1972 with eight per cent and 13 
per cent real investment yields. Then came 1973 and 1974, when the losses were 
12 per cent and 24 per cent on the pension fund. This was somewhat offset by 
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the fact that wages did not go up by as much as inflation during those two 
years. 


In the 15-year period from 1960 to 1974, average wages went up by 154 
per cent, inflation by 78 per cent and the median fund earnings by 108 per 
cent. This is simply the other side of the coin from the recent past. If you 
were unlucky enough to retire in 1975, your pension fund was down in value and 
you needed all the assets just to begin retirement with an acceptable income 
level. There would have been no question of putting aside some money to 
provide for future indexing, which as we now know was badly needed by those 
people. 


The member who retires today could conceivably go out with a total 
pension, including the government benefits, Canada pension and old age 
security, of 100 per cent of preretirement earnings. We have looked at two 
employees, one hired in 1940 at age 29 and the other hired in 1950, also at 
age 29. We assume they were both in a pension plan from day 1, a money 
purchase plan, and after 36 years of working at the average industrial wage, 
with money purchase contributions totalling 10 per cent each year--and it does 
not really matter whether it was employee or employer, how it was split--both 
members retire at 65. In each year, we assume the fund earned interest at an 
average rate, and that rate is detailed in the appendices. 


The older employee retires in 1975 on a pension equal to 39 per cent of 
his final earnings. The younger employees retires in 1985 and gets 64 per cent 
of his final earnings; a difference of 25 per cent. In addition to this, there 
are the benefits from the Canada pension plan and old age security. This is by 
no means the most dramatic example ons differences due to timing that we could 
2and. 


We must not let the recent good past for money purchase plans cloud our 
memory of what can and likely will happen in the future. 


A defined benefit plan acts much like an insurance policy. The plan 
member knows that post-retirement income will be a certain percentage of 
pre-retirement earnings. There is no risk to the member from poor fund 
performance and lost purchasing power due to pre-retirement inflation. The 
risk element is removed giving the member more freedom in planning other 
financial matters. 


Defined benefit plans cover about 44 per cent of employed workers in 
Canada, and that is about 93 per cent of plan members. Money purchase plans 
cover about three per cent of workers or six per cent of plan members. 
However, the majority of plans are money purchase. This is usually interpreted 
as indicating that money purchase is the type of plan favoured by the smaller 
employer, but that once a company grows and develops the CE Ie financial 
strength, they favour the defined benefit approach. 


In Ontario, 47.6 per cent of the employed and paid labour force are 
covered by pension plans. This means that the majority of Ontario employed and 
paid labour force are not covered by pension plans. 


Let me tie all of this together. It would seem that we are in a position 
where less than half the employed people have adequate retirement income 
possibilities and that, rather than addressing that issue, we are trying to 
improve the benefits for those who are lucky enough to have pensions. But in 
the course of doing that, we risk imposing so much burden on the employers 
that many of them could bow to the pressure to either convert to a money 
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purchase arrangement or wind up their plan entirely. 


Much of what is included in the act is needed. We support fully the 
two-year vesting, full locking in of contributions, transfers to registered 
retirement savings plans, the requirement for a joint and survivor pension 
unless the employee and spouse elect otherwise, and many other items. We also 
believe that indexed pensions are needed. The problem is that indexing is of 
almost no use to employees who have no or inadequate pensions. There is also 
the problem of the overall cost of indexing in social terms. Can we afford to 
have even 10 per cent of plan members get lower benefits because plan sponsors 
cut back on plans or cut them out entirely? 


The most important issue which you as a committee must grapple with is 
that of the effect of this act on the future of pensions. You must not risk 
destroying much of what has already been accomplished. You should be laying 
the foundation for future growth of the system so that all workers can expect 
to retire with adequate pensions. 


We would like to close by offering our congratulations to the employees 
of the Pension Commission of Ontario for the tremendous job they have done in 
drafting the act. We find it to be well organized and very easy to understand 
and we do appreciate their efforts. 


Mr. Gow: We are proposing to deal with questions, but I would like 
to make one comment. Lest this scenario appeared a little self-serving, I 
would like to assure you that it was not. If you can recall a period in the 
mid-1960s, annuity rates were very low because investment returns were not 
high on long-term investments, which resulted in having an effect on annuity 
rates. Yet at the same time, fund performance was not good. On several years 
we had years where big funds’ had deficit years. 


We are worried about the trend to money purchase pension plans and we 
are worried about things that cause pressure for that. 
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I would like to give you one last example of a concern we have. I 
suppose I have it more than Mr. Gorham because I am dealing more directly with 
clients in the field. Under a pension plan, if a person has a pension of 
$1,000 a month on an earnings-related basis or some other method of defining 
the benefit, he has $1,000 a month and that is what he has; but under a money 
purchase plan that probably equates to $100,000. He looks at the $100,000 and 
he does not think of that in terms of $1,000 a month. He looks at it as 
$100,000, a lot of money, and he remains convinced that he can do better with 
the money than the annuity or pension that would be the equivalent. 


One of the practices that the commission has had for a while has been to 
allow employers to treat employees who retire early as though they were 
terminations, and let them take 25 per cent, plus the pre-1964 amount, into a 
non-locked-in registered retirement savings plan, where it disappears from the 


pension system. 


That has been changed under the proposed new act, in which the 
commutation is out and the pension is locked in, but it has given rise in the 
past to people watering down their pensions by taking out funds that were 
available to them. My only concern is that the cost of pension can look like a 
very big number and like something that someone should be doing something 


about. I think it is a little deceptive. 
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Hon. Mr. Kwinter: I would like to congratulate you both. I think 
that is a first-class presentation. I particularly appreciate the fact that 
you used some concrete examples so we can deal with it in a real sense instead 
of in the abstract, dealing with concepts and principles. I just want to thank 
you for it. I thought it was first rate and I appreciate it. 


Mr. Cnairman: Are there any questions of these gentlemen? 
Mr. Lupusella looks like he has a question. 


Mr. Lupusella: No. I do not have a question. I think you were able 
to demonstrate in a very clear and concrete way the inequities of the act at 
present. I was particularly impressed by the last paragraph of your 
presentation on page 1, which deals with contributions of women and men and a 
discriminatory practice which should be eliminated. I think the minister took 
note of that. It is an ineguity of the present act, and I am sure something 
should be done about it. 


Mr. Pollock: Does the type of plan that the Presbyterian Church has 
cost more? 


Mr. Gow: It depends on who is the spouse at the time of death. If it 
is the same spouse as the spouse at the time of retirement, if there is a 
spouse at retirement, then you could say there is no more cost. We were not 
able to obtain our other clients’ permissions to use their names in this 
submission, but it is not just the Presbyterian Church. We have two other 
sizeable clients. 


Although traditionally and statistically females outlive males, there 
are a number of cases where the female dies first and the male remarries or 
the spouse of the worker dies first and the retired worker remarries. In that 
case, we do feel that the second spouse is cut off. 


Your guestion is, does it cost more? We really do not know. Is that safe? 
Mr. Gorham: Yes. 


Mr. Gow: If you could tell me when the spouse is going to die, we 
could tell you which plan is going to cost more. 


Mr. Pollock: Okay. In most plans, though, if the first spouse dies, 
regardless of male or female, the plan terminates. 


Mr. Gow: It terminates on the member's death. You have member and 
spouse. The spouse dies, and when the member dies, that is it. 


Mr. Pollock: Yes, but in the Presbyterian Church plan, and you say 
in other ones, he can remarry and the second spouse gets benefits too. 


Mr. Gow: Technically, what the plan does is start a pension on the 
regular--this works better with defined benefit; it works on the amount of 
pension to which the man is entitled. If you were talking about it in terms of 
annuity purchases, you would annuitize on a life-only basis on the member and 
when the member died, you would then buy an annuity on the surviving spouse 
for the appropriate amount. That is the simplest way to handle it. It depends 
on whether the spouse at death is the same as the spouse at retirement. 


Mr. Pollock: That must be in keeping with some of John Knox's views: 
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What will be will be, and there is nothing we can do about it. 
Mr. Gow: Quite so. 


Mr. Chairman: Your reference to the Presbyterian Church has them all 
asking guestions. Mr. Lane has one too. 


Mr. Lane: Not to do with that, Mr. Chairman. 


Could you speak briefly to your graphs on page 7? I do not quite 
understand the three different scenarios there. 


Mr. Gorham: The top graph is a graph of the number of members who 
are covered by the different types of plans. In other words, about 60 per cent 
of members of pension plans are members of final-earnings-based plans and six 
per cent are members of defined contribution plans, to pick two of the items. 


When you come down to the bottom of the page, that is a chart of the 
number of plans, which shows that 51 per cent of plans are defined 
contribution. So 51 per cent of plans are defined contribution and six per 
cent of members of plans are in the 51 per cent of the plans. It basically is 
there to say we are talking small plans. 


Mr. Chairman: Are there any other guestions? I would like to thank 
you very much, gentlemen. If we were giving prizes for briefs, you would be 
right at the top, but there are more to come, so you may lose the prize yet. 


The next presentation is from the Canadian Life and Health Insurance 
Association: Mr. Devlin, president, Mr. Speed, vice-president, and others. I 
will ask Mr. Devlin to introduce and identify each of the people with hin. 


CANADIAN LIFE AND HEALTH INSURANCE ASSOCIATION INC. 


Mr. Devlin: Thank you, Mr. Chairman. I am also pleased to note your 
last remark, that we are still available as a candidate for the prize. We will 
try our very best. 


We appreciate this opportunity to express our views on Bill 170. As you 
commented, I am president of the Canadian Life and Health Insurance 
Association, which is a trade association representing life and health 
insurance companies in Canada. Our member companies do 98 per cent of the life 
and health insurance business in Canada. They are also the funding agency for 
more than 70 per cent of the private pension plans in the country, covering 
approximately 13 per cent of private pension plan members. 


On my right is Tom Goldberg, who is vice-president, group, of the 
Standard Life Assurance Co. and a member of CLHIA's committee on private 
pension plans. Standard Life is a major pension underwriter in this country. 


On my left is Frank Speed, the vice-president of our association and 
Someone who over the last few years has demonstrated right across Canada that 
he is guite an expert in the pension area. Mr. Speed is also president 
of Uniform Pension Plan Services Inc., which is an independent company formed 
through the members of CLHIA to ensure that even the smallest business can 
sponsor a pension plan for its employees if it wishes. 


You have briefs from both the CLHIA and UPP Inc. indicating our concerns 
about Bill 170, and I hope you have had an opportunity to view them. We are 
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appearing today to emphasize our concern about the potentially adverse impact 
of Bill 170 on coverage of the labour force by employer-sponsored pension 
plans. 


Throughout the years of debate on pension reform preceding the 
introduction on Bill 170, a theme that always came to the fore was the need 
for more workers to receive benefits from employer-sponsored pension plans. 
Indeed, that was the focal point of the great pension debate, as they called 
it, in 1981 in Ottawa, in which we participated. 
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Only about 47 per cent of the employed paid-labour force in Canada is 
covered by employer-sponsored pension plans. That objective, better pension 
coverage, seems to us to have been forgotten or at least pushed far into the 
background in the current debate over how far to go in providing better 
pensions for those already fortunate enough to be participating in private 
pensions. 


I do not want to be mistaken. For many years, the life insurance 
industry has been a strong supporter of pension reform. We have sought better 
pensions as well as better pension coverage. Thus, we endorse most of the 
minimum benefit standards contained in Bill 170, such as earlier vesting and 
locking-in of contributions, improved portability, mandatory survivor 
benefits, mandatory eligibility requirements and a minimum employer 
contribution. 


We have also taken some other initiatives aimed at improving the private 
pension system. In 1980, we developéd a system for the portability of pension 
service among private pension plans. In 1981, we presented to the National 
Pensions Conference a proposal for a system of mandatory private pension 
plans. In 1982, we introduced a pension plan designed specifically to meet the 
needs of small businesses, the uniform pension plan. 


We have been among a very few in the private sector to advocate a degree 
of mandatory inflation protection on a prospective basis for private pension 
plans. It is evident to us, however, that this is not the right time to 
introduce mandatory inflation protection. There is too much opposition among 
employers, and perhaps with some justification, considering the uncertainties 
and anticipated increases in costs from pension, taxation, pay equity and 
probably a host of other legislation. 


It would really be a mistake to take too lightly the prospect that 
existing plans will be changed in a way that is not in their members' 
long-term interests, or even discontinued. In our opinion, trading off lower 
pension coverage for mandatory inflation protection would not be wise. 


Of greater concern to us is the situation of workers in small 
businesses. They are the forgotten people under Bill 170. Few of them will 
have even the prospect of an employer-sponsored pension plan unless the bill 
is modified to reflect their interests. Small employers simply will not be 
able to countenance the mountain of red tape that will be imposed on pension 
plans. The cost per plan member of providing pension services to small 
employers will be simply uneconomic. Innovative plans such as the uniform 
pension plan that I spoke of earlier may well be driven out of business by the 
inflexibility of the legislation. 


These problems are discussed in some detail in the submission that you 
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have from Uniform Pension Plan Services Inc. Small employers are already 
fleeing pension plans; some are turning to registered retirement savings 
plans. In our view, that is not a positive development for workers of average 
means. Employer-sponsored pension plans provide for an employer contribution 
and are likely to be of more benefit to lower-income employees than RRSPs, 
which are normally based solely upon individual contributions. 


Furthermore, pension plans with the requirement of a joint and survivor 
pension provide more assurance of a pension to the employee's spouse than do 
RRSPs. With an RRSP, employers can be more selective as to whom they provide 
pension benefits, since they are not subject to the eligibility requirements 
of pension legislation. With the easing of RRSP regulations, RRSPs are more 
likely to be used as income-averaging vehicles than are pension plans, which 
are subject to locking-in and lifetime payout requirements of pension 
legislation. 


In general, we feel that the continuing trend towards easing RRSP 
legislation while pension legislation is made more burdensome is discouraging 
the expansion of pension coverage and is not working to the benefit of workers 
of average means. 


In summary, we would urge the following: 


1. That your committee consider carefully the effect of this bill and of 
any proposed amendments on coverage of the work force by pension plans. 


2. That inflation protection not be introduced at this time, since it 
will undoubtedly have an adverse affect. 


Die That less onerous reporting and administration requirements be 
imposed on small pension plans in the interests of encouraging plan 
sponsorship by small businesses. 


4. That some flexibility be introduced in the bill to permit the 
acceptance of innovative and unforeseen, but perhaps still valuable, 
arrangements, such as the uniform pension plan. 


My colleagues and I would be pleased to answer any guestions you or your 
committee may have. Thank you very much, Mr. Chairman. 


Mr. Chairman: We have a prize for being clear and concise too. You 
win that one. 


Mr. Grande: Just one question: You are suggesting that there is too 
much opposition among employers to mandatory inflation protection at this 
time. Can you give us some idea, as far as you are concerned, of when the 
proper time would be? When will the criteria be right for mandatory inflation 
protection in the province? In other words, when will employers support it? 


Mr. Devlin: That is an excellent question. I do not think anybody is 
going to put a time limit on that, to say six months, eight months, maybe two 
years, but certainly it would have to be some time after the costs of just 
doing these reforms we have in front of us have been absorbed and employers 
and the economy have come around to the position where they think they can 
more readily afford it. We hope that the economy will turn around and that we 
will have an economy able to provide for this kind of cost being undertaken by 
employers. 
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I do not think anybody could fix a time for that. It will be dependent 
upon the employers' outlook and the economic outlook as to whether these extra 
costs and burdens could be afforded. Tom Goldberg is actually involved in 
talking directly to employers in the sale of some of these plans. Mr. 
Goldberg, have you had direct conversations with employers on their feelings? 


Mr. Goldberg: Yes, I have and I echo the comments of Mr. Devlin. It 
is difficult to put any time limit on when this type of situation, inflation 
protection, could be put into pension plans. As Mr. Devlin points out, in 
effect, the employers and plan sponsors at the moment are concerned about the 
impact of the existing legislation. I think the indications they have had up 
to now have been that inflation protection is not something that is going to 
be mandated or put into the existing legislation. 


Their comments are: "Let us absorb and digest the existing legislation 
as we have come to anticipate it. At this time, inflation protection is 
something we are not prepared to adopt and we cannot accept because of the 
potential aspect, the impact of an unknown quantity." These are the concerns 
that business people have been putting forward to us. These are specific 
concerns from individuals and business sponsors. 


Mr. Devlin: Actually, Mr. Grande, we find this guestion difficult 
for us because, as I said earlier, we are one of maybe not too many 
organizations that actually favour some form of inflation-proofing of 
pensions, if you like. We are not backing away from that in principle. In 
principle, we think this should really and truly be looked at at some time. It 
was even more serious when we were going through the inflation period, where 
we had 15 and 20 per cent inflation rates in the consumer price index. 


In any event, our position is that given the improvements you are 
already trying to achieve, we should let the employer segment in the economy 
absorb these costs and then take a hard look, not for ever letting it go or 
delaying it, but at some future time. I think people would know when the 
economy was geared up and looking better and employers would feel they could 
handle that. 


Mr. Lupusella: In the course of different presentations made by 
deputations before this committee, we heard comments that if mandatory 
inflation protection were implemented under Bill 170, small employers would 
leave the private pension plans in the province. What is the impact on your 
operation if such a prediction is true? 


Mr. Speed: Our industry is most active in the provision of pensions 
for small employers, and most of those pension plans are money purchase 
pension plans, so the impact on our industry from a business sense is not 
particularly frightening. Nevertheless, we do feel there is a role for money 
purchase plans and there is a role for defined benefit plans. We feel the best 
type of a plan is the defined benefit plan and, therefore, anything that works 
in the direction of moving employers away from defined benefit plans, with 
their greater assurance of a pension at retirement, is not necessarily a good 
thing. 


Our member companies do service large employers too, but as you may have 
noted from the statistics Mr. Devlin quoted, we serve largely small employers. 
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Mr. Guindon: I have a question in regard to small employers. You 
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seem to say that Bill 170 will just about put a cap on any new small employers 
offering pension funds to their employees. Is that right? 


Mr. Devlin: That is true. 
Mr. Guindon: Is that mainly for reasons of cost? 


Mr. Deviin: Maybe I could get Mr. Speed to answer. He is president 
of UPP Inc., which is an organization devoted solely to servicing the small 


employer market and trying to encourage small employers into it. I think he 
has given this a lot of thought. 


Mr. Speed: The problem for a small employer is that what is of 
maximum interest and essential to him is a plan that has a very simple 
administrative procedure. Small employers will not really get involved in 
something that is very complicated. 


There are two aspects that are working to discourage small employers 
from establishing pension plans. One is legislation such as this, with 
extensive recording requirements and extensive requirements for providing 
information to members and that sort of thing. 


The other aspect is the tax legislation, which is in effect saying to a 
small employer, "Look, you can have a registered retirement savings plan 
without all this rigmarole you have to go through if you have a pension plan 
that has to be registered under pension legislation." These two things are 
both working to move small businesses away from pension plans. 


In our own plan, in the uniform pension plan, we have statistics over 
the last three years’ to indicate that this is happening. Fewer employers are 
taking out pension plans and more small employers who have pension plans are 
cancelling them. Whether they are moving to RRSPs or just not having a plan, 
we cannot tell. 


Our experience is paralleled by insurance companies that are marketing 
other pension plans to smaller employers. There is a definite trend there and 
we think it is an unfortunate one. It is unfortunate because we think the 
average income earner is more likely to have pension benefits out of a pension 
plan where contributions are made by the employer than out of an arrangement 
such as an RRSP where it is basically a personal savings arrangement. 


Mr. Devlin: Just to supplement those remarks, when we designed the 
uniform pension plan and the industry got together to want to do this, I think 
we had just come out of that pension conference in Ottawa in 1981 and coverage 
was so important. We were out there in the forefront saying, "You must do 
something about this." We thought, "We should not wait for legislation to do 
something, we should not wait for governments to do something; let us as an 
industry, because we have an interest, do it ourselves." 


What we did is we designed a plan, that is a base plan, that we got 
pre-approved by all the authority and regulatory aspects. It was pre-approved 
by the feds for a pension so that all those pre-approvals as a pension fund 
were approved. It was pre-approved right across the provinces. Any small 
employer who wanted to take this on did not have to run around getting 
somebody to do all the design work or get involved in all that. 


We thought we would remove as much red tape as possible. All he had to 
fill in were the small numbers of what he wished to contribute and what he 
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thought his employees wished to contribute, because it was a money purchase 
plan. In the small employer market, that is what they are interested in; 
controlling their costs. We tried our darnedest to do something about the 
coverage issue and we think it is regrettable that this bill will have an 
opposite effect. It will really discourage small employers from coming in and 
maybe, as Mr. Speed has related, some of them will actually withdraw. 


Mr. Speed: Interestingly enough, the most effective marketing tool 
we have for our plan is the statement that the employer has no involvement 
with government in this pension plan. There is a perception among small 
employers that pension plans are smothered in red tape. It is not just under 
this bill; there is that perception there already. I think the fact that we 
have been able to say to them: "Look, we have a plan here where we have done 
all this. We have worked out arrangements with the authorities where we will 
look after everything for you and you simply make sure you pay us your 
contributions and make sure you deliver the documentation we give to you," 
that is the most effective sales inducement we have in selling this plan. 


Mr. Goldberg: If I may add just a short remark, I am personally 
involved with the marketing and sale, if you want, of pension plan products 
and packages to small employers. One good thing the media coverage has done, 
and perhaps all the coverage with respect to pension reform, is that people 
out there are much more aware of pension concerns and pension problems. 


The questions that are asked of us--and these are unsolicited 
guestions--are: "I see all these particular concerns and I notice all this 
pension reform. Would I be better off looking at a pension plan or perhaps 
simply a registered retirement savings plan situation?" They are aware af the 
concerns, the flexibility involved with an RRSP and the payout options; I 
think the points that have been mentioned by us in our presentation. There is 
no doubt in my mind that, given the option, small business sponsors will opt 
for RRSP situations in lieu of pension plans. This type of situation will 
perhaps have a detrimental effect on pension coverage. There is no guestion in 
my mind that is going to be an effect. 


Mr. Chairman: We have just a minute. With the opting to RRSPs, what 
is the detrimental effect on the person we are here to consider, the employee 
or the pensioner? What is the detrimental effect of an RRSP versus a pension? 


Mr. Goldberg: The detrimental effect or impact, as we have pointed 
out, is the coverage aspect. Under an RRSP, there is no requirement to include 
your employees, for example, among the eligible individuals for the plan. So 
you are looking at small businessmen, individuals involved in small 
businesses, looking around, obviously with a very tight budget. They are 
concerned about the potential impact of the pension plan and the legislation. 
They say to themselves, "Maybe I will include myself and two or three others 
in this particular scheme." With an RRSP, you can do that; with a pension 
plan, you cannot. They opt for the RRSP because they can control their budget 
and they have no concern about the red tape and the impact of future concerns 
on the legisfation. It is a much more flexible vehicle and it enables them to 
do things within budget, etc. 


That is the detrimental effect I am talking about. It is a coverage 
concern, that you are not going to increase coverage at the end of the day by 
putting through this type of legislation or imposing certain aspects of the 
legislation, because small plan sponsors are concerned about these effects and 
say to themselves, "I can achieve almost the same thing, if not the exact same 
thing, by opting for an RRSP, and I can set the eligibility requirements, 
etc." They have much more flexibility. 
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Mr. Speed: Could I just add to that? If it is felt to be appropriate 
in pension legislation to put in requirements, for example, for the locking in 
of contributions so that money will be there to provide a pension at 
retirement, if it is felt desirable to require that there be a 
joint-and-survivor benefit so that the spouse will have some expectation of 
pension at retirement, then I would say it is wrong for that same legislation 
to say: "That is fine for large employers, but we are not concerned about 
small employers. If you move to an RRSP, that is fine." That is, in effect, 
what is happening and we say that is inconsistent and it is wrong. If it is 
good for employees of large employers, it is good for employees of smaller 
employers too. 


Mr. Chairman: Yes, but when we are considering this bill, it is the 
employees we are considering, is it not? That is what pension legislation is 
about; what happens to the employees upon termination. 


If I was going to you as a small employer, or whatever size you are--but 
let us say a small employer--and one of the conditions of employment was that 
I would not be involved in a pension plan because you did not have one, but I 
was being involved in a pre-agreed contribution to an RRSP, what is the 
disadvantage to me? You mentioned one, I think, which is the survivor benefit. 
What is the other disadvantage to me? 
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Mr. Speed: That is not the focus we are looking at. What we are 
looking at is that we want you to have that kind of option available. We want 
to have a situation in which the employees of these small employers will have 
an opportunity to participate in one of these arrangements. 


If you come to a situation and you have an RRSP that is designed exactly 
like a pension plan, then the only differences really are differences of 
whether the contributions are locked in to retirement, whether there are 
survivor benefits and so forth. You might say: "To me, it is better to have an 
RRSP, because I have more flexibility. If I want, I can cash out this money. I 
have some control over what I do with this money at retirement.” 


You may say that is an advantage to you, but if that is an advantage, if 
that is felt to be a desirable objective of pension policy, then why is it not 
desirable for other employees? Why discriminate between the employee who is 
going to a large employer and one who is going to a small employer? I think 
the benefits of pension legislation should be there regardless of the size of 
the employer. 5 


Mr. Devlin: For average workers, it is a good idea to have employers 


making contributions, because typically speaking, over the long haul you are 
going to get a better sort of total contribution made on behalf of the 
employee where you have the employer contributing something to the exercise. 
You ordinarily do not in an RRSPs. It is solely for the employee to contribute 
to. 


Hon. Mr. Kwinter: There is another aspect that has been touched 
upon. If you enter into a pension plan, then it is universal and for all the 
employees in the company. If you go to an RRSP, then the employer can 
designate his key employees, "You are qualified, but you are not." That is one 
of the major disadvantages. 


Mr. Devlin: Absolutely. 
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Talking about employees, we have so many more women employed in the 
labour force today, many of them working sort of on a full-time/part-time 
basis, if you like, that probably they would be the very ones to get 
shortchanged. It is too bad, when you already know that two thirds of those 
living below the poverty line today in Canada are women, that we will perhaps 
do something that really does not help or assist in that process of getting 
more coverage for more workers. I think it is very key and very vital. 


Mr. Speed: There is a statistic you may not have noticed in our 
submission, but of the uniform pension plan members, 40 per cent are women. We 
think that is a significant statistic. It is higher than in pension plans 
generally, and although we do not have the statistics for RRSPs, I am sure it 
is considerably higher than the percentage of RRSP owners who are women. Also, 
if you look at the contributions to our plan--and our plan is fairly modest; I 
believe we have 470 employers participating at this time--the average 
contribution is something of the order of $2,000 per member, which suggests to 
me that this is not the owner who is participating, but the people who are 
working for small employers who are benefiting from the fact that their 
employers have chosen to put in a pension plan. 


Mr. Chairman: The point I was trying to get at is that each of the 
submissions we have heard--not each, but the ones we have heard that are 
opposed to mandatory indexing say it will lead employers to do other things. I 
am trying to get a handle on what is the matter with those other things. 


Mr. Devlin: I suppose the minister gave you--I am sorry, go ahead. 
Mr. Chairman: He gave us an escape clause, yes. 


Mr. Goldberg: One of the other things is the fact that they just 
eliminate pension plans altogether, and that is certainly not something this 
committee is supporting. I think that is one of the alternatives which perhaps 
employers would be faced with today if that were the situation, as hard and as 
rough as it may sound. Certainly, that is not an option that anyone wishes to 
consider at this time. 


To refer to your previous question, one of the concerns you were talking 
about with respect to existing employees who are now members of pension plans, 
for the most part we support the legislation as it exists, but that does not 
do anything to assist those individuals who are not currently members of any 
type of retirement savings scheme. 


Perhaps that is the thrust of what we are trying to deliver here today. 
How do we increase and improve the coverage for those individuals who are not 
members of schemes today? By imposing significant amounts of red tape and 
difficulties, you are not going to increase that coverage. That is a concem 
that should be addressed in our view. 


Mr. Chairman: I agree with that. I was an employer myself and I had 
complete profit sharing at the time. It goes back 12 years with politics in 
between. I did not have any pension plan, but they were all very happy with 
that arrangement. If I was going back into business today, which the Liberals 
would like to force me to do, what do I do? 


Mr. Epp: When can you start? 


Mr. Chairman: I am assuming I would be a responsible employer and I 
would probably do something, whether it was profit sharing or registered 
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retirement savings plans, to get around the red tape the Liberals are about to 
impose upon us. That is a different assumption. I was really on a personal 
question, I guess. Would I be doing it and would I put everybody on it? 


Mr. Speed: We are not putting the knock on these other arrangements, 
profit-sharing arrangements, RRSP arrangements or whatever. I think they are 
all useful in certain circumstances and perhaps that is the choice, but what 
we are saying is that pension legislation should not discourage employers who 
wish to have pension plans from doing so. We think that is what is going to 
happen and what is happening here. In the end, if the legislation has a 
neutral effect, then we as marketers of pension services have to go out and 
persuade the employers that it is a good thing for them to install a pension 
plan, but we just do not think we can do it under the legislation as it is 
emerging, coupled with the tax legislation that is emerging. 


Mr. Chairman: Thank you very much. It being 12 o'clock, we will stop 
until two o'clock. 


The committee recessed at 11:57 a.m. 
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The committee resumed at 2:01 p.m. in room 228. 


PENSION BENEFITS ACT 
(continued ) 


Consideration of Bill 170, An Act to revise the Pension Benefits Act. 


Mr. Chairman: According to my clock it is two o'clock or more. We 
have a presentation from the Ontario Nurses' Association. We have with us 
Gloria Lynn, who is president; Glenna Cole-Slatterv, who is chief executive 
officer; and Darcie Beggs, research officer. Would you please continue. 


ONTARIO NURSES' ASSOCIATION 


Ms. Lynn: The Ontario Nurses’ Association is a union which 
represents more than 45,000 registered and graduate nurses employed in 
hospitals, nursing homes, homes for the aged, public health units, Victorian 
Order of Nurses, medical clinics and industry. 


As the voice of these nurses, ONA welcomes this opportunity to express 
its views about the amendments to the Pension Benefits Act. Pension is a 
critical issue for our membership. As recently as January of this year, in a 
membership questionnaire on bargaining objectives, pension ranked as the 
number two priority just behind increased salaries. . 


This union's first major concern is the lack of mandatory inflation 
protection. For example, over 10 years, a three per cent annual inflation rate 
would erode the value of a pension by almost 26 per cent. There can be no 
justification for allowing the standard of living of retired workers to 
decline rapidly throughout retirement. Without mandatory inflation protection, 
the government is simply relegating pensioners to poverty. 


ONA's second major area of concern is that this bill takes no steps to 
prohibit employers from removing surpluses from ongoing pension plans in the 
form of reduced contributions or contribution holidays. For example, the 
hospitals of Ontario pension plan uses some of the plan surplus to provide 
premium holidays and a continued reduction of employer contributions. Since 
pensions are actually deferred salary, we believe surpluses must be used to 
improve plan benefits for current and retired plan members. 


The third concern of our union is the joint co-management of all pension 
plans. Since, as we have just stated, pensions are a deferred wage, we firmly 
believe that it is a fundamental right of employees to have an effective say 
in the management of their pension plan. Token representation on an advisory 
pension committee is not sufficient. The only way to achieve meaningful worker 
representation in the administration of pensions is to require that all plans 
be administered by a committee or board of trustees, with at least one half of 
the representatives being plan members, ensuring meaningful worker 
participation is a critical cornerstone of pension reform. 


Our union also seeks provision in the bill for the actual transfer of 
earned pension credits. This is a very important issue for our union, as 
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nursing is a very mobile profession. About 40 per cent of our members have 
been in their current jobs for less than five vears. Our members are being 
penalized simply because they are employed by various employers throughout a 
lengthy nursing career. Their earned pension credits should transfer with them 
from one employer to another. 
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With nearly half our members working part-time, the provisions in Bill 
170 are of great concern. Currently, part-time nurses are excluded from the 
Ontario municipal employees retirement system plan while the hospitals of 
Ontario pension plan allows participation, but only if the entire bargaining 
unit enrols. Our position is that the part-time nurse should be eligible to 
participate by choice. 


In closing, this union must state its profound disappointment with the 
decision to maintain the current level of benefits under the Canada pension 
plan and the old age security. The only real mechanism for ensuring an 
adequate guaranteed income for all of Canada's elderly, now and in the future, 
is through an expanded social security system. The proposed reforms to 
employer-sponsored pensions will only have full impact on pension income when 
new entrants to the work force reach retirement age. Without Significant 
amendments to this bill, the public will be left with a serious lack of 
confidence in the system of employer-sponsored pensions. 


Thank you for this opportunity to appear before this committee, and we 
would now be pleased to answer any questions. 


Mr. Chairman: We were awarding prizes this morning for various 
items, but yours certainly wins for brevity and does sum up your situation 
very well. 


Do we have any questions? If we do not, we are in trouble. 


Mr. Lupusella: On page 4 of your presentation, maybe you can give us 
more explanation about the numbers you provided to us regarding a nurse's 
normal basic monthly pay of $2,653.77. That is the total amount of money 
earned by a nurse, right? 


Ms. Beggs: That is right. 


Mr. Lupusella: And the nurse's monthly retirement income, the 


deduction is from this pay of $2,653.77, or is it something extra that has to 
be paid into the retirement income? 


Ms. Beggs: If you look at the end of page 2 and all of page 3, that 
shows you where the calculation of the $745.92 comes from. The $745.92 is 
indeed the total monthly retirement income of the hospital nurse. What the 
calculation on page 4 is showing is the reduction from what the nurse earns as 
an active-duty nurse compared to what she gets as a retired nurse. She is 
losing $23,650 a year in income when she retires. From an active nurse to a 
retired nurse, her income drops that much. 


Mr. Lupusella: Why are you including the old age security monthly 
income? This is a pension one is going to get at a time when one retires. Why 
do you calculate such amount and consider that amount as a lost benefit when-- 


Ms. Beggs: No. What we have done is show vou the difference between 
what an active-duty nurse earns today--well, in 1985, because that is the most 
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current statistic--when she is at work, versus if she were to retire, so her 
entire income would include OAS and CPP plus her HOOPP. 


Mr. Lupusella: Are you knowledgeable about Bill 170? 
Ms. Beggs: Yes. 


Mr. Lupusella: I have to find the section where I would like to ask 
you a question. 


Mr. Chairman: Are there any other questions in the meantime? 
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Mr. Lupusella: On the explanatory notes of Bill 170, number 10 
states, "Employers' contributions must provide at least 50 per cent of a 
pension earned after December 31, 1986." Then, when we go to subsection 40(3), 
we see a different version. The explanatory note talks about employers’ 
contributions, while subsection 40(3) talks about members' contributions. Can 
you comment on this different language which Bill 170 uses? Do you have a copy 
Olathe, DIAL? 


Ms. Beggs: No, I did not bring one with me. 


Mr. Lupusella: Maybe I should direct this question to the staff of 
the ministry. Can I get an explanation of the difference between employers' 


contributions and the reference in subsection 40(3), where it talks about "ea 
member' Ss ORISA SAS 


Hon. Mr. Kwinter: I can explain that to you. When you look at the 
explanatory notes, under 10 it says, "Employers' contributions must provide at 
least 50 per cent of a pension earned after December 31, 1986." 


Mr. Lupusella: That is clear. 


Hon. Mr. Kwinter: Yes. I am sure you know that there are some plans 
where there are not contributions by employees. There are some where the 
employer makes all the contributions. There are some where there are various 
arrangements. Under this act, an employer must make a minimum contribution. 
When you look at subsection 40(3), in order to put that into effect, it says 
an employee may not make more than 50 per cent. It is the same thing but 
coming the other way: on one side it says the employer must make 50 per cent; 
this one says an employee may not. 


Mr. Lupusella: When the employee is going to apply this 
discretionary power that he may not-- 


Hon. Mr. Kwinter: The employer has no discretionary power; he must 


make at least 50 per cent. As I say, depending on the plan, some employers 
provide 100 per cent, and anywhere in between, to a minimum of 50 per cent. 


That is what is covered. 
Mr. Lupusella: Okay. Thanks. 


Mr. McClellan: I cannot remember where the part-time section is. Can 
the minister or one of his staff remind me what section of the bill deals with 
part-time eligibility? 
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Mr. Kaye: Section 32. 


Mr. McClellan: Thank you. I want to ask the ONA deputation about 
their section on page 11 dealing with part-time eligibility, because I am not 
quite sure I understood their recommendation. I gather you are saying the use 
of 55 per cent of the yearly maximum pensionable earnings is going to be 
unfair for your membership. A number of people have made that point. An 
alternative suggestion that a number of delegations have put forward is 
criteria based on hours worked. Is that a difficulty for your profession? 


Ms. Slattery: Yes, it is. I think there are a variety of major 
facets here that relate to the union and may or may not relate to other 
interested and concerned parties. We tell you that 98 per cent of our 
membership and, indeed, 98 per cent of our professional body in and out of the 
union, are women. We call to your attention that some 10 years ago, the 
initial pension reform was initiated to alleviate the poverty of elderly 
female Canadians. 


Having said that--and there is no larger group of women anywhere in the 
province than the nursing population--we bring to your attention that 
approximately 42 per cent of our membership are part-time. We are not the only 
people who take advantage of this. You read your newspapers; you know there is 
a nursing shortage. Hospitals have historically utilized the part-time worker 
to meet the needs of the institution. It is also nice from a managerial point, 
because a part-time worker takes considerably less benefits. 


We are saying that when these part-time workers retire, they retire now 
as Canadian women on pensions in e system that has actively demonstrated their 
eagerness to care for the elderly and to pay attention to women's issues. What 
we want is for our members to have the option to choose to become part of the 
pension plan in spite of their part-time status. Now they can,.it, ali.do. The 
average woman is not much different than the average man in that it is hard to 
get all of them to agree on anything at one given time, especially when it 
relates to money. So we believe that our part-time membership should have the 
individual option to take advantage of this protection for their declining 
years, which they only have now if the group opts for it. We think it should 
be an individual option. 


There is another point, which I am sure relates to others, but we are 
quite strong in our desire to see this bill amended somewhat to meet our 
needs; that is the mobility or portability of pensions. Lately, if the husband 
works and the woman can get a better job someplace else, the husband might 
move, but historically speaking and still in some areas, if the husband moves, 
the wife and the children move with him. 


Raving said that, the woman, as a nurse, has no difficulty getting 
employment because there is a nursing shortage and it is a skilled profession, 
but she cannot take the pension with her. It is not fair, in a system that has 
only recently come to recognize the work and the equality rights of half of 
the population, to deny them the portability of their own pension, because 
statistics tell us that the women, frail as they are in their youth and early 
years, seem to have a capacity for endurance and we all live about 10 vears 
longer than this fine assemblage. So we wish that woman could take her pension 
with her, in the very likely event that she will outlive her prince. 


Mr. McClellan: I wish somebody could do something about mortality 
tables. . 
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Ms. Slattery: Well, I am telling you the woman, physiologically, is 
just further advanced on the developmental scale. 


Mr. McClellan: That is what I am told. I understand the point you 
are making and I thank you for making it clear to me. Do you accept at all the 
validity of the concerns that have been raised about the use of 35 per cent of 
yearly maximum pensionable earnings as being perhaps a barrier to low-wage 
part-timers? The concern is that a number of people would be excluded. 


Ms. Beggs: The 35 per cent would exclude a number of our 


part-timers. We have a lot who are one and two tours a week and could not meet 
thet rule. ; 


Mr. McClellan: You would not have a problem if there was an attempt 
made to devise another criterion that was based on time worked. I hear what 
you are saying about individual choice. 


Ms. Beggs: Our preference and our position is, regardless of hours 
or earnings, they should have an option. The hours do exactly the same thing 
as the money difference; it still cuts our people off. If you choose 700 or 
1,000, we are still cutting off the one- and two-tour-a-week nurse. 


Mr. McClellan: You are just saying they should be allowed to join 
without any criteria. 


Ms. Beggs: That is right. 
‘Mr. McClellan: Okay. 


Ms.. Slattery: The practical reality of it is that they are a large 
segment of the female population and do not understand--as men have for many 
years--the worthwhile activity of contributing to a pension plan. Where you 
see single-parent families--in many instances single-parent families headed by 
Single women--in a general movement of society into a different mode of 
normalcy, whatever normalcy is, I think you will see in the next 10 or 15 
years women wanting and choosing to exercise this option. They have not in the 
recent historical past, but I believe they will. 


Mr. McClellan: Can I ask the minister what the thinking was in 
choosing the YMPE, or any criteria, as a kind of cutoff for determining the 
eligibility of part-timers? 


Hon. Mr. Kwinter: I stand to be corrected by the staff, but I know 
that in many of these things, the main criterion was a matter of someone 
coming in. I understand--this was a question I was going to ask from your 
presentation--you are saying there should be no gualification; if they are 
part-timers, the OMERS should allow them in, which they do not at all now, and 
the HOOPP will only allow them in if everybody agrees. Is that right? 


Ms. Beggs: Right. 
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Hon. Mr. Kwinter: What you want is both those restrictions removed, 
and also the yearly maximum pensionable earnings limitations removed if they 
want to do it. 


I think it is primarily a matter of administration. Mrs. Salamat, is 
that the rationale behind it? 


G-6 


Mrs. Salamat: The nurses' association raised a couple of points, one 
being that each member or each employee be given the opportunity to join that 
particular plan. The legislation would provide for that. Section 32 of Bill 
170 provides that each employee of the class of employees for whom a pension 
plan is provided is eligible to become a member. Membership is not forced on 
the individual; therefore, the member would be able to opt into that plan. 


The cther point raised was with respect to portability. Once they earn 
the deferred pension, employees will be able to take that pension with them. 
The pension could be transferred into another employer's pension plan, into a 
registered retirement savings arrangement, or an annuity can be purchased from 
an insurance company. 


With respect to more eligibility criteria, for part-timers that 
certainly could be done by the plan itself. For example, the hospitals of 
Ontario pension plan can say all employees are eligible to join the plan 
without any earnings criteria, or it can also require that each and every 
member join the plan. 


We are just setting preliminary standards here, and I think that covers 
the point. 


Interjection: It does not explain why. 


Hon. Mr. Kwinter: I think the question Mr. McClellan was asking is, 
why is there a minimum standard set? 


Mrs. Salamat: The 35 per cent of the yearly maximum pensionable 
earnings? Okay. In discussing the earnings criteria as opposed to the hourly 
criteria, one looked strictly at bringing people into pension plans who had a 
durable relationship with that employer and, second, that by bringing the 
individual into the pension plan, there would be the ability to receive net 
benefits from being in a pension plan. In other words, one did not want 
individuals to get benefits from pension plans which otherwise would be 
payable through some of the earnings-related programs, such as the guaranteed 
annual income system and the guaranteed income supplement. Some models were 
done, and 355 per cent was felt to be an appropriate cutoff point, recognizing 
that plans can bring in employees at an earlier time. 


Ms. Beggs: I would like to make a couple of comments in response to 
what Mrs. Salamat said about section 32 and the portability question. Although 
the minimum of 35 per cent of YMPE is there, we all know for a fact that pad 
that is the minimum standard, that is what is going to be the standard, and we 
are going to have a hard time in plans like HOOPP and OMERS, particularly in 
HOOPP, where at this point in time, unless the legislation changes it, we are 
a token representative on the advisory board and, as a token, it does not 
matter what we want, we will not get it. The 35 per cent of YMPE will be what 
is. 


We are saying that unless there is legislation to ensure that there is 
no discrimination on the part-timer, there will be discrimination there. It 
behooves the government to make sure there is not, we would suggest. 


On top of that there is the portability guestion. Our point is that, 
although the bill speaks in many parts about terminating employees, it does 
not force a new employer to accept the pension, and that is what the issue is. 
We have to be able to have the new employer take the pension of the nurse 
leaving employer A and going to B. The B employer must accept that. 
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Mrs. Salamat: I understand there are reciprocal agreements between 
nurses’ associations in Ontario and elsewhere that would permit that. You are 
right; the legislation does not force a new employer to accept the funds. 


Mr. Chairman: Are there any other questions? 


Mr. McClellan: I am glad you raised that. It is the first time that 
that point has come up and I appreciate your pointing it out. 


Mr. Chairman: Thank you very much for your presentation. 
Ms. Slattery: Thank you for allowing us to speak to you. 


Mr. Chairman: The next presentation is from the Plumbing and 
Pipefitting Workers' Local 67; Mr. Tweedie and Mr. DeLisser. 


TRUSTEES OF THE PLUMBING AND PIPEFITTING WORKERS' BENEFIT PLANS 


Mr. Tweedie: My name is John Tweedie. I am the chairman of the 
trustees for Local 67 in Hamilton of the United Association of Journeymen and 
Apprentices of the Plumbing and Pipefitting Industry of the United States and 
Canada. This is Phil DeLisser, the administrator of that pension plan. 


Do you want me to read this? 
Mr. Chairman: Go ahead, please. 


Mr. Tweedie: Our brief is addressed to the standing committee on 
general government on Bill 170, An Act to revise the Pension Benefits Act. The 
heading lists all the trustees, which is myself, Johnston Tweedie; Victor 
Langdon; David Lees; William Martin; Dirk Rathe; Roderick Simpson and James 
Wilson. 


We, the above mentioned, are trustees of a multi-employer defined 
benefit pension plan. 


We have reviewed the consultation draft of the proposed regulations 
under Bill 170, An Act to revise the Pension Benefits Act, and feel that some 
areas require clarification, if not amendments, prior to the act coming into 
force. 


First, we would like to inform the committee that we are in favour of 
most of the act's provisions, especially in the areas of vesting requirements, 
portability and reciprocity of benefits, disclosure requirements, joint and 
survivor pension benefits, and establishing entitlement to the interest 
earnings or surplus of a pension fund. 


The latter does not affect us. As sole labour trustees of our pension 
fund, we are responsible for the administration and management of the fund, 
ensuring that interest earnings and surplus are used for the good of the plan 
beneficiaries. % 


“The honourable Mr. Kwinter's comment that pension benefits be treated as 
deferred wages should encourage plan sponsors to return their surpluses to the 
plan beneficiaries. 


We would like to address the following concerns to the committee: 
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1. Termination by member: Clause 39(1)(a) states that "A person who is a 
member of a multi-employer pension plan is entitled to terminate his or her 
membership in the pension plan if no contributions are paid or are required to 
be paid to the pension fund by or on behalf of a member for 24 consecutive 
months or for such shorter period of time as is specified in the pension plan." 


One of the conditions for participating in the UA Local 67 pension plan 
is that the participant must be a member in good standing in the local union. 
Being a journeyman local, members from time to time work for long spells in 
other UA locals both in Canada and the United States. Most of the time there 
is a reciprocal agreement covering the member. However, there are times when 
the local union does not have a pension plan, and therefore there will be no 
reciprocation. 


Also, due to the unpredictability of employment within the plumbing and 
pipefitting industry, members may work in other occupations during times of 
severe unemployment. These members retain their membership within the local, 
and the trustees feel that unless the member terminates his or her membership 
in the local, he or she should not be allowed to terminate his or her 
membership in the pension plan. 


Do you want me to go on again, carry on? 
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Mr. Chairman: Please complete your brief and then we will have 
questions, if you do not mind. 


Mr. Tweedie: Mandatory inflation protection and indexing: -Although © 
inflation protection and indexation of pension benefits have been put toa 
subcommittee and excluded from the current legislation, we feel it should be 
addressed. We feel that mandatory inflation protection could have an adverse 
effect on plan beneficiaries in the long run. It may force private plan 
sponsors to opt for money purchase plans, introduce deferred profit-sharing 
plans or not introduce a pension plan at all. 


In the plumbing and pipefitting industry of Ontario, where benefits are 
not negotiated separately but are part of the total wage settlement, the cost 
of indexation of benefits is shifted from the plan sponsor to the plan 
beneficiary. The net result is that the cost for indexing pensions would have 
to be funded from reducing the value of the current service benefit promised 
to the member or increasing the hourly rate of contribution, thus reducing the 
member's take-home pay. 


We, the trustees of Local 67 pension plan, are not sure that our 
retirees would agree to mandatory indexation if the cost for this benefit is 
going to be borne by the active member. 


We recommend that the inflation protection of benefits be made 
voluntary. Most labour unions have control over their pension fund assets. At 
the end of each actuarial valuation report, most of the earnings in excess of 
the funding requirements are used to upgrade or improve members' pension 
benefits, both active and retirees. This seems to be a more realistic method 
of improving benefits, as the cost for improvements is derived from actual 
earnings as opposed to commiting increases based on future earnings. 


In summary, we respectfully inform the committee of the following: 
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1. All contributions to our pension fund come from the negotiated wage 
settlement. 


2. Any increases in contribution during the collective agreement 
period--two years--to fund increased plan costs as a result of Bill 170 have 
to be passed on to the member, usually as a reduction of the hourly wage rate. 


3. Because of the wide range of changes proposed in Bill 170 and their 
cost implications to plan sponsors and, in some cases, the beneficiaries, no 
one, including the actuary, is prepared to commit a final cost liability to 
our fund. This leaves us, the trustees, with a lot of "ifs" and "whens" in our 
communications to the membership. 


4, Multi-employer plans' needs have to be specifically addressed in the 
bill and more consultation is required with interested groups from the 
multi-employer organizations, both labour and management. 


Finally, as elected trustees of the Local 67 pension plan, we would be 
failing short in our duties if we allowed this legislation to pass without 
presenting our case to this committee. 


Mr. Chairman: You have done that and you have done it well. 
Mr. Tweedie: Thank you. I had a little hesitation at first. 


Mr. Lupusella: On page 2 of your presentation, in relation to the 


issue of termination by a. member, you stress subsection 39(1), which states 
that, 


"A person who is, 
"(a) a member of a multi-employer pension plan:... 


"is entitled to terminate his or her membership in the pension plan if 
no contributions are paid or are required to be paid to the pension fund." 


You also stated at the end of this paragraph that "These members retain 
their membership within the local, and the trustees feel that unless the 
member terminates his/her membership from the local union, he/she should not 
be allowe@ to terminate his/her membership from the pension plan." 


Given these two parameters, I would like to computize a hypothetical 
situation of one of your members who has been working for any kind of company 
that had this multi-employer pension plan, and the employer was making 
contributions into the plan. At a certain point in time one of your members 
got injured and he has been away from the work force for two or three years. 
He is still a member of your union, but there is no contribution into the 
fund. When he is able to go back to work after two or three years there is no 
employment. What is going to happen to his plan? 


Mr. Tweedie: His pension would still be carried on because, as we 
stated, our pension is on the actuarial value. The surpluses go pack to the 
membership. In actual fact, this July we go into our third year for valuation 
to the membership and then we will give them an increase on that surplus 
returned to the members. His pension would still be active within that plan. 


Mr. Lupusella: But as long as he is a member of the union. 
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Mr. Tweedie: That is drawn up in a trust agreement on the pension. 
In order to be a member of the pension plan, you must be a member of the union. 


Mr. DeLisser: During the period that he is away from work, he would 
still enjoy any increases or improvements from the plan in respect of earnings 
from that valuation report. His actual benefits could still be improving even 
though he is not working, gaining from the net contributions of the other 
members who are working and the surplus generated from the investments of 
those funds. 


Mr. Lupusella: I understand that part. What I do not understand is 
this man ceases to be a member of the union and he has been off work as a 
result of an injury for two or three years, and after two or three years maybe 
he did not have the money to pay the union fee and so on and he is not a union 
member any longer. What is going to happen? 


Mr. DeLisser: If he is vested in the plan, his benefits would be 
retained for him as a deferred pension to retirement. He would not lose the 
benefit. 


Mr. Lupusella: In case this individual is going to have a full 
recovery from that injury and he becomes a member of the union again and the 
union is going to find a job for him in another place, what is going to happen 
to the plan? 


Mr. DeLisser: His benefits would be reinstated as promised. 
Mr. Lupusella: Is there any loss during that period of time? 


Mr. DeLisser: There would not. be any loss. In actual Tact ite 
member is injured, there are avenues in the union to continue membership dues 
for sick members without payment of the actual dues. I think the likelihood of 
his being terminated from the union because of an injury is--I would not say 
it is remote, but I think it is unlikely. 


Mr. Lupusella: I have seen some cases that show the opposite, but I 
do not want to argue about it. 


Mr. Davis: I would just like you to express your feelings on two 
questions. One, I understand in the act that either the commissioner or his 
designate has the power to come in and seize your records at any time, to take 
them away or examine them while they are there without a warrant from the 
courts. How do you feel about that? i 


Mr. Tweedie: Let us face it, we do not like any police action in any 
way whatsoever. I think we are in enough of a police state without them coming 
in, but as far as any feeling that there may be anything wrong going on with 
the plan, I would have no problem if anybody came and asked to see the books, 
because we go through the proper procedures. we have an auditor. We have money 
managers. We have an administration and they all go through the books. 


The trustees also get a report every three months from the money 
managers. We meet once a month with an administrator in attendance. We meet 
with our auditor twice a year. Basically, the trustees are on top of 
everything that has happened within the plan. We would have no problem with 
anybody inspecting the books as far as anything like that is concerned. The 
only problem I would have would be because it would be like a police state 
coming in and saying, "Right. I am taking your stuff away." 
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Mr. Davis: Mr. Chairman, I did not say that we are becoming a police 
state, but I would like to-- 


Mr. Chairman: Neither did he. He said he would be concerned if we 
were to become a police state. 


Mr. Davis: I know he did not. I think we are on the way. Anyhow, I 

have one other question I would like to ask about this. I cannot find it in 
the regulations, but I understand that one of the requirements would be that 
each year people responsible for a pension plan must inform their members what 
they will do with surplus moneys if the pension plan were to fold. They have 
to do that each year, if I am correct. How do you feel about that, that each 
year you have to indicate to your members what you intend to do if the pension 
plan folds, even though you do not intend it to fold? 
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Mr. Tweedie: That is each year. Once again, that is part of our 
responsibility because, basically, we give a quarterly report to each member, 
actual hours that the man has worked, who he was working for, how much was 
paid into his pension and how much he is getting for his pension, both past 
service, future service and at the present time. Basically, in a year, a guy 
knows exactly what he was getting, but you would have to go into an actuarial 
value over that period if you were going to solve it and you are not going to 
solve it within one month. It is going to take a couple of years before you 
solve a pension plan. 


Mr. Chairman: We have heard a lot of briefs, but everyone seems to 
bring to us a different perspective. That is interesting. 


Mr. Tweedie: Many voices. 


Mr. Chairman: That is right. It is important. I do not want to 
perpetuate an argument with Mr. McClellan, but we talked yesterday about what 
would happen to the committee and its endeavours when the House came back. We 
did not take time to mention that a new committee has to be struck. When we 
complete this endeavour, the committee disappears. We mentioned that we would 
meet on April 30 to order our agenda for future weeks. We can only meet on 
April 30 if the House leaders strike the committees, which may or may not be 
likely. 


The reason I raise this is that our research staff would like as much 
time as we can give them, especially when this is Easter weekend. We wola not 
want to spoil their whole weekend. The earliest a committee could meet for 
organizational purposes would be April 30, but only if the House leaders agree 
that should happen. It may well be that it will be a week later before the 
committees are struck. I do not know the answer to that, Mr. McClellan. This 
is just to clarify what we talked about yesterday because I think we were a 
bit premature in saying that certain things would happen. If you accept that 
clarification-- 


Mr. McClellan: Sure. My assumption is the committees will be formed 


in the first week. It may well be that the government in its wisdom would 
prefer to have this bill dealt with in committee of the whole House. It would 
give more legislative time to the clause-by-clause, but that probably 75 
something the government House leader or the minister will need to work out. 


They have to sort this stuff out. 
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Mr. Chairman: It all has to be ordered. My only reason for raising 
it was research time, but also there is what the people who are making 
presentations might think. I understand there is another scenario around which 
says that the government does not want to have committees sitting the first 
two weeks of the Legislature; in other words, the two weeks during which the 
throne speech is being debated. There are an awful lot of ifs and buts in that 
whole thing, but certainly the earliest that a committee, which might not 
include any of us, could meet would be April 30, if struck by the House. 
Otherwise, it will be some time after that. 


Mr. McClellan: Right. Go with the flow. 
Mr. Chairman: Agreed? 
Mr. McClellan: Agreed. 


Mr. Chairman: The next presentation is from the Ontario 
Confederation of University Faculty Associations; Mr. Starkey and Mr. Epstein. 
Gentlemen, welcome and please proceed. 


ONTARIO CONFEDERATION OF UNIVERSITY FACULTY ASSOCIATIONS 


Mr. Starkey: I am John Starkey, the president of the Ontario 
Confederation of University Faculty Associations. On my left is the executive 
director, Howard Epstein. 


Although it is outlined on the first page of our brief, I should maybe 
explain that the Ontario confederation represents 12.,000 professors and 
librarians in the province. Rather than reading through the brief item by 
item, we would like to. concentrate on a couple of particular issues. Of 
course, we are here to answer questions on any point made in the brief. 


by way of introduction I would like to say that, by and large, we are 
very pleased with Bill 170. In particular, we certainly commend the drafters 
of the bill for their attention to improvements for women employees, for 
providing for early eligibility for employees--particularly some part-time 
employees--to join pension plans, for the provisions for earlier vesting and 
locking-in, for improvements in joint and survivor benefits and for some of 
the improvements in portability. 


Our brief contains detailed comments on areas of concern to us in the 
bill and these are the issue of indexing and the issue of portability. 
Although I mentioned we are generally pleased with the fact that portability 
was addressed by the bill, we remain concerned that the provision, as it now 
stands, allows for portability only in the event that the plan of the new 
employer will accept the contributions of the employee. 


We would like to suggest that the legislation be strengthened in that 
area and also that thought be given to an alternative, that of providing a 
parking mechanism for people between pension plans, so that they can park 
their plan in the event that the new employer will not accept them as members 
of its plan. Individuals would be able to park their plan pending subsequent 
retirement. We think that is a particularly important consideration for 
employers who are changing from a defined benefit plan to a money purchase 
plan or vice versa. 


We also have some comments in our brief regarding fund surpluses. We 
would like to see an increase in employee control over their plans beyond that 


G-13 


provided in Bill 170. We would also like to see an increase in flexibility for 
retirement, especially in view of the Charter of Rights, which, as you well 
know, does not provide for discrimination on the basis of age. In the event 
that the provisions for mandatory retirement are changed, there would be need 
for some thought to be given to increasing flexibility of pension funds. 


An issue that is not addressed in the bill at all, but which we consider 
of some importance, is the issue of ethical investments; the right for 
employees in a pension plan to have some control over the disposition of their 
funds. This, of course, stems in large measure from our view that the pension 
funds are in fact deferred wages of employees. I will ask the executive 
director to speak to this issue specifically. He has some additional 
information that is pertinent. 


Mr. Epstein: We make our submission with respect to ethical 
investment primarily because it is an item that Professor Starkey identified 
correctly as not having been addressed in Bill 170. We have been of the view 
for some time and have tried to persuade the Minister of Financial 
Institutions (Mr. Kwinter) and the Attorney General (Mr. Scott) that the 
province should take upon itself a leadership role in bringing forward the 
opportunity for employees to make those kinds of decisions about the 
investment of their funds. 


The closest the province has come so far is in two measures we identify 
in our brief. One is Bill 195 which the Attorney General brought forward in 
February to deal exclusively with the issue of South African investments. It 
is not wider in its scope. The other is information we have just received from 
the Pension Commission of Ontario that indicates it is prepared, in revising 
its regulations--that is, under the power it has to put-in place regulations 
to govern the kinds of investments pension funds can make--to have a rule that 
would allow ethical investments to be made. 
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The proposed regulation is quoted in full at the top of page 4. "Plan 
sponsors or administrators may, if desired, make investment decisions based on 
ethical or moral considerations, provided that the standard of prudence is 
met." We have some difficulty with that phrasing. It seems to me that both the 
South African legislation, Bill 195, and this proposed regulation go some 
distance towards meeting our concerns. However, we think it does not go the 
full measure and we invite you as a committee and Mr. Kwinter as the minister 
to turn your minds to the questions of ethical investments and take it as a 
subject for research. 


We are particularly concerned because the marketplace seems now to be 
moving ahead significantly, and trustees of pension plans are in some doubt 
about whether they can use a vehicle that has been developed in Canada 
following the lead in the United States, where ethical investment mutual funds 
have existed for quite some time. Now there are four funds in Canada of which 
we are aware. Canada is following behind the United States, where there is a 
multiplicity of these funds; none the less, they have been established here, 
and under the common law and the acts as they exist right now, there is some 
doubt whether the trustees of pension plans can even invest in these funds. 


We would tie it not exclusively to the question of the mismatch between 
the powers of trustees and what the market has available, but also to the 
question of who would have the power to control the trustees, to direct the 
trustees, to tell the trustees how the investments should be made. Hence, we 
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tie it to our view that since in our opinion pensions are deferred wages, it 
is the employees who should have final say in how their investments should be 
used. 


One can well imagine groups that would not wish to see their investments 
made in companies that produce armaments, alcohol, tobacco or, the legislated 
example, that have dealings with South Africa. It is also quite easy to 
imagine groups that are unionized, say in the construction industry, that 
would not wish to see their pension funds used to support people in the 
construction business who have a policy of not having a unionized work place. 


There is a whole variety of possible forms of ethical, socially 
conscious investment that employees may wish to see made, and under the law as 
it stands now, they are prohibited from doing this. I am suggesting this is an 
omission from Bill 170 and that it is something this committee might wish to 
turn its mind to. 


Actually, if I may, I have another handout. I do not have 20 copies as I 
have 20 copies of my brief, but what I do have are some copies of title pages 
from the four funds I mentioned that exist in Canada. You might wish to have a 
look there as well as at some letters we have exchanged with the Attorney 
General about Bill 195. 


Mr. Chairman: If you could leave those with Debbie, she can make 
sure we get copies of them. Does that complete the comments you wish to make? 


Mr. Starkey: It does. 


Hon. Mr. Kwinter: I would like to address the issue of ethicel 
investments and tell you the problem we have. It really is something--and I 
take your advice--that we have to research and we are doing exactly that. 


The problem that has been raised by the Attorney General is that we as a 
collective society or those members of a particular pension fund can decide, 
for whatever reason, that they want to deinvest in South Africa, or as you 
suggest, sell their shares in a company that manufactures tobacco, alcohol or 
anything else. His problem is that notwithstanding the desire, he has some 
legal problems. There are groups out there in which there are no people per 
se; they are estates that are being administered and they are the 
beneficiaries under these pension plans. There is really no one to turn to for 
direction and the only mandate that trustee has in administering the estate is 
to maximize the return to the estate. What is happening is that if it means 
divesting at a loss, they are in trouble. They are not serving the 
beneficiaries because they are not maximizing the return. 


That is why, if you see the statement that is made, it says, "Plan 
sponsors -and administrators may, if desired, make investment decisions based 
on ethical or moral considerations, provided that the standard of prudence is 
met." That is to offset any challenge to what has happened, which would then 
turn into a whole problem. It is a problem we are very much aware of and we 
are trying to come to some resolution. 


Mr. Epstein: I am glad to hear that there is a great deal of 
interest. I think the question is indeed one that would bear a lot more 
research. However, the legal point you raise is not one that affects pension 
plans. It may well affect charities that are set up as trusts or private 
trusts of a very special sort. On the other hand, with respect to pension 
plans, not all of which have to be set up as trusts--they can be set up under 


G-15 


an insurance scheme, but they are primarily trusts, you are quite 
correct--special legislation or regulations under the Pension Benefits Act 
could apply exclusively to pension plans. You do not have to, with one sweep, 
deal with all kinds of private trusts that may exist around the province. It 
seems to me the problem you identified is a real one, but it is one that could 
be isolated from pension plans. 


Hon. Mr. Kwinter: We are certainly aware of the problem and are 
trying to address it. 


Mr. Chairman: Are there any other questions? There must be something 
about a four-day weekend that limits the questioning. If you are on your way 
to somewhere, I guess we can let you go. Thank you very much. 


The problem may be, we do not have the next presenter. Do you want to 
make a presentation, Ross? We have two more groups, the Ontario Advisory 
Council on Women's Issues and Mr. Danyshyn, a private citizen. 


The committee recessed at 2:56 p.m. 
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Mr. Chairman: Perhaps we can call the meeting to order again and 
hear from Mr. Danyshyn, who has some points he wishes to bring to our 
attention, but nothing in writing. Please proceed. Thank you for coming early. 
You can sit down. In fact, it is better to sit down because we are recording 
what you say. 


.S. DANYSHYN 


Mr. Danyshyn: Gentlemen, I am coming here as a private individual, 
even though I do have standing in a committee that has to do with pensions in 
a specific local. 


I would like to speak on about three different subjects, but mainly on 
two of them. One is survivor benefits. The survivors of covered members must 
be given a choice regarding the manner or form in which they receive a payout 
on the death of a covered member. 


As an example, a lump sum payout may be indicated by a pension plan or 
its administrator. A widow or survivor should be given a choice to receive it 
as a lump sum, where it becomes immediately taxable, as a deferred pension, as 
a continuing pension or as a rollover into a registered retirement savings 
plan type of investment. 


The reasoning behind this request is that some survivors may not be able 
to properly or adequately handle such large lump sum payments and may 
eventually fall back on government and taxpayers for increased support at a 
later date. 


The second item I] have to present is a matter of taxation. There should 


be a limit set on a maximum percentage of a pension fund that can be held as 
reserves. Excessive reserve buildup does not add to increasing benefits in the 


hands of the pensioners, where the money again becomes taxable to support the 
needs of government, both provincial and federal. 


My own personal feeling, as a private pension fund contributor and as a 
private taxpayer--perhaps I should explain my position as a private pension 
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fund contributor in that a certain amount of my pay goes into a pension. An 
employer also puts in a certain amount, but I do contribute something to it. 
It is not something that is funded entirely by the employer, regardless of 
whether it is a large amount or a small amount. 


I will just carry on from there. My own personal feeling, as a private 
pension fund contributor and as a private taxpayer, is that reserves should be 
kept to a maximum of 10 per cent of the total market valuation of any pension 
fund where the pension fund is fully funded. 


This limit would induce trustees and actuaries to increase benefits, 
such as cost-of-living increases, both to future pensioners and those already 
on pension. It is my contention that it is the role of government and also of 
the Pension Commission of Ontario to see that excessive amounts of capital are 
not hoarded by pension trusts where they are free from normal taxation. 


It is the duty of this provincial government to see that funds provided 
to pay pensions are so used and so used efficiently. If excessive funds are 
held in reserve, it becomes a burden on the pensioners, on those paying 
unnecessary excess funds into pensions and on the general taxpayer in that 
large sums of investment capital held as reserves are not paying a fair share 
of the general taxation. 


I would implore the committee and the ministry to do their utmost to see 
that pensioners get all they are entitled to just as soon as they are entitled 
to it, as reflected in proper actuarial calculations, rather than to have 
excessive amounts build up for the future and possibly still be left with 
excesSive reserves. 


I would also urge this committee to provide, in the pension legislation,. 
a requirement that any member covered by a pension plan is automatically 
eligible to attend annual or regional meetings of trustees where the plan 
administrator and/or actuary is present so that he may guestion these people 
in regard to the plan, the covering trust agreement, actuarial figures and 
assumptions, investment policy and general policy with regard to further 
improvements or amendments to the pension plan. 


I further urge that all pension plan members be notified of these 
meetings and the agenda of the meetings, and reguest that it be made mandatory 
that members may not be excluded from these meetings except at their own 
discretion or choice. Thank you. 


Mr. Chairman: Thank you, sir. If you do not mind a question or two, 
is that okay with you? 


Mr. Danyshyn: Yes, that is fine. 


Mr. Lupusella: Maybe I missed the point, but I heard you are a 
pensioner and you are still contributing in the plan. 


Mr. Danyshyn: I beg your pardon? I am sorry, I am a little deaf, sir. 


Mr. Lupusella: Unless I am wrong and I did not follow your 
presentation, you told us you are a pensioner. 


Mr. Danyshyn: No, I am not a pensioner. I am still a worker. 


Mr. Lupusella: Okay, thank you. 
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Mr. Danyshyn: I may be dressed up, gentlemen, but that does not mean 
I am a pensioner. 


Mr. Lupusella: The other point I was planning to ask you is that the 
employees should have a say on the investments of the plan, and when trustees 
call meetings you should have a say. If that is the case, what kind of power 
would you like to have in order to have your voice heard? I would not like to 
go to a trustee meeting where they discuss the future of the plan, the 
investment of the plan, and I just have to raise questions. There is no 
mechanism in what you suggest to us should be implemented in this bill in 
order that your voice is going to be heard. 


Mr. Danyshyn: All I can do is refer to the plan that I myself am a 
part of. This particular plan has three trustees on the company side and three 
trustees on the union side. These gentlemen are perfectly capable, along with 
the actuaries and the investment manager and general manager of the fund, to 
carry on the day-to-day activities and carry on their monthly business. I have 
no intention of entering into everyday business, nor do I feel that any member 
should be able to do that at his own behest. 


What I feel every member should be able to do is exactly the same as can 
be done in mutual insurance companies where every member is a shareholder, and 
in a union plan they generally are to an extent. As a shareholder, he should 
be able to have a say and to question the authority, the direction that the 
fund managers, etc., are taking and get some decent answers from them. I am 
not suggesting he should be able to be there to needle them, that is not the 
point, but if he wants information he should be able to get it and be able to 
criticize it if he feels there is reason for. criticism. Just democracy, 
gentlemen, that is all I asking for. 


Mr. Lupusella: I was planning to give you more than democracy. 


Mr. Danyshyn: The reason I brought this up is that at one time, 
approximately two years ago, I myself was restricted from going to just such a 
meeting. I think any member, any participant in the plan, should be able to 
ask questions of the people who control the plan just as the management of an 
insurance company is subject to its shareholders. In a mutual company, those 
shareholders are the people who have policies in the company. 


Mr. Chairman: You are aware of the sections of the bill which 
provide for disclosure. 


Mr. Danyshyn: Yes, I am, but I do not think it goes quite far 
enough, sir. 


Mr. Chairman: Okay, thank you. Are there any other questions from 
anyone? Thank you very much. We are way ahead of time. We are trying to 
persuade the Ontario Advisory Council on Women's Issues to let us enter their 
submission into the record as evidence, opinion or whatever, but we have not 
got that. We have asked them to come immediately and they say they cannot come 
until four o'clock. I am not sure, but maybe lr. Campbell will be here. 


Mr. Campbell: Do you want a presentation? 
Mr. Polsinelli: I suggest we adjourn until four o'clock. 


Mr. Chairman: We could do that, but Debbie is on the phone at the 
moment to negotiate the situation. Can we shut down the recorder for a few 
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moments, but please do not leave for five minutes or so to see what is 
happening, if that is agreeable to the committee. If they agree to enter EG OD 
the record, would that be agreeable to the committee? 
Mr. Polsinelli: Without a verbal presentation? 


Mr. Chairman: Yes. 


Mr. Polsinelli: I am sure Mr. McClellan would be happy to 
accommodate their wishes. 


Mr. McClellan: It is a government agency. 
Mr. Chairman: They are a government agency so we can have them in at 
any time to present their views further than we have in print. We might just 


wait for five minutes or so until Debbie returns and see what the verdict is. 


Debbie tells me we cannot make a motion here that it would be a part of 
the record. I suggest to her that we can. 


Clerk of the Committee: I did not say you cannot. 

Mr. Chairman: Mr. Guindon moves that the submission from the Ontario 
Advisory Council on Women's Issues, owing to the fact that we are three 
quarters of an hour early, be entered into the record as if it had been 
presented and form part of what we are considering. 


Motion agreed to. [See appendix attached |. 


Mr. Chairmen: I thank everybody for their indulgence over the past 
two weeks, particularly the attendance of the minister. 


Hon. Mr. Kwinter: Thank you, Mr. Chairman, I was glad to do it. 
Mr. Chairman: It is the first time we have had a lady on the 
committee, be it only for an hour and a quarter, or less. Thank you. Have a 


happy Easter. 


The committee adjourned at 3:12 p.n. 


BILL 170 - AN ACT TO REVISE 
THE PENSION BENEFITS ACT 


APRIL 16, 1987 


-ljl- 


The Ontario Advisory Council on Women's Issues congratulates the Ontario 
Government for its leadership in the area of pension reform. We are 
pleased that many of the recommendations in our 1983 brief on pensions 
have been incorporated into Bill 170, in particular, earlier vesting and 
locking~in provisions, coverage of part-time workers, improved survivor 
benefits, continuation of pension after re-marriage, and the removal of 
sex discrimination in pension benefits. 


However, we wish to raise the following concerns: 


Inflation Protection 


The Council reiterates its recommendation that a measure of inflation 
protection be provided by employer-sponsored pension plans, whether 
through the excess interest approach or by adjustments based on a fixed 
portion of increases in the Consumer Price Index. Inflation protection 
is crucial to women's pensions given women's ever-increasing longevity. 


Coverage for Part-time Employees 


We are particularly pleased that part-time employees will now be eligible 
to join pension plans. However, we recommend the following changes: 


Section 32(3) states that “a pension plan may require 

not more than twenty-four months of less than full-time 
continuous employment with the employer with earnings 

of not less than 35 per cent of the Year's Maximum 
Pensionable Earnings in each of two consecutive calendar 
years immediately prior to membership in the pension plan, 

or such equivalent basis as is approved by the Superintendent, 
as a condition precedent to membership in the pension plan." 


The words “continuous employment" may allow an employer 
the opportunity to terminate or lay-off a part-time 
employee just prior to the 24-month eligibility period. 
Currently many establishments deny benefits to their 
part-time employees by keeping their hours of work just 
below the limit. A majority of these workers are women 
who suffer not only from low pay but from lack of benefits 
as well. 


Therefore, the Council recommends that the word "continuous" 
be deleted. 


ano, 


The level of earnings qualification of 35% of Y.M.P.E. in the 
preceding two years will disqualify a majority of part-time 
employees from joining employer-sponsored pension plans. 


Therefore, we recommend that Section 32(3) be amended to 
"25% of Y.M.P.E." 


Also, we recommend that it remain the option of the part-time 
employee to join the pension plan. 


Part-time employees should be allowed continuing access to 
employer-sponsored pension plans. Therefore, we recommend 
that the words "prior to membership in the plan" be deleted, 
and substituted with “before the year in which membership is 
applied for". 


Section 35 states that “an employer may establish or maintain 

a separate pension plan for employees employed in less than 
full-time continuous employment if the separate pension plan 
provides pension benefits and other benefits reasonably equivalent 
to those provided under the pension plan maintained by the employer 
for employees of the same class employed in full-time continuous 
employment." | | ? 


We are concerned that this section does not ensure that 
employers are required to set up the same types of pension 
plans for both full-time and part-time employees. For example, 
an employer may set up contributory plans for part-time 
employees while maintaining non-contributory plans for 
full-time employees. 


Therefore, we recommend that where an employer has a 


non-contributory plan for full-time employees, a similar 
plan be required for part-time employees. 
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Joint and Survivor Benefits 


Section 47(1) states that “the persons entitled to a joint 
and survivor pension benefit may waive the entitlement..." 


As an additional protection, we recommend that before such 

a waiver is accepted, a written statement be provided which 
outlines the exact effect the waiver will have on the pension 
benefit of each of the spouses. 


The Council is concerned that recent statements by the Minister of 
Financial Institutions regarding the feasibility of inflation protection 
of pensions, will undermine the Ontario Government's stated strong 
commitment to inflation protection. If the Government is serious in its 
Gesire to ensure that women are not destined to be poor in their older 
years, it must include inflation protection in any package of pension 
reform. 


The Ontario Advisory Council on Women's Issues urges the Ontario 
Government to continue working with the federal government to maximize 
the opportunity for women to obtain pensions in the workplace and at 
home, and to encourage flexibility in order. to accommodate the various 
roles of women in society. | ; 
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RECOMMENDATIONS 
The Ontario Advisory Council on Women's Issues recommends that: 


1) 


2) 
3) 
4) 


5) 


6) 


A measure of inflation protection be provided by 
employer-sponsored pensions, whether through the 
excess interest approach or by adjustments based 
on a fixed portion of increases in the Consumer 
Price Index. 


That the word "continuous" be deleted from Section 32(3) 
in order to prevent employers from laying-off part-time 
employees just prior to eligibility for a pension. 


That the earnings qualification be lowered to 25% 
of the Year's Maximum Pensionable Earnings in the 
two preceding years. 


That it remain the option of part-time employee 
to join the employer-sponsored pension plan. 


That the words “prior to membership in the plan" 


in Section 32(3) be deleted and instead read 

"before the year in which membership is applied for", 
in order to ensure that part-time employees have 
continuing access to pension plans. 


That Section 35 be amended to ensure that where 


~. an employer has a non-contributory plan for full+ime 


‘-, employees, a similar plan be required for part-time 


7) 


employees. 


That Section 47(1) be amended to ensure that before 
a waiver of joint and survivor pension benefit is 
accepted by the administrator, a written statement 
is provided outlining the exact effect the waiver 
has on the pension benefit of each spouse. 
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